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PREFACE 


The purpose of this book is to discuss the issues of agricul- 
tural reform as they are likely to come before the people of the 
United States in the next ten years. The data and facts which 
it presents are brought up to the minute; but they also reach 
back and furnish a basis for discerning the trends of the next 
decade. It is a study of agricultural policy in the middle dis- 
tance—not as of the present moment merely, and not in the long 
run. 

There will undoubtedly be some form of national agricultural 
legislation in the near future, probably before this book comes 
from the press. But at the very best it will be only a beginning. 
National legislation can cover only a part of the program of 
reform. The facts and analyses here presented, if they are well 
considered and intelligibly stated, should be useful far beyond 
the present moment, and far outside the confines of our national 
capital. The author would like his book to be looked upon as 
a timely contribution to the solution of fundamental problems of 
national agricultural policy, the field of his most vital interests. 

It would not have been possible to have brought this body 
of material together in such short space of time without the 
cordial assistance of a large number of workers in the field. All 
were anxious to contribute what they could to a better under- 
standing of the problems of agriculture. Equally necessary was 
it to draw freely upon many valuable articles, papers and bul- 
letins published by fellow agricultural economists. The indebt- 
edness of any one who writes in this field to the splendid group 
of workers in the Bureau of Agricultural Economics, surpasses 
the possibilities of any accepted form of author’s acknowledg- 
ment. The authorship of many sections of the book is of a joint 
nature, and is so acknowledged wherever possible in chapter 
footnotes. Mr. Henry I. Richards, formerly of the United States 
Bureau of Agricultural Economics, worked side-by-side with the 
author from the beginning to the end. Mr. Chester C. Davis, of 
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Agricultural Service, Chicago, and Dr. O. C. Stine of the Bureau 
of Agricultural Economies assisted greatly by reading the manu- 
script before it went to the publishers. Dr. Mordecai Ezekiel, 
Dr. L. C. Gray and others of the Bureau of Agricultural Eco- 
nomics also read some of the chapters. No one except the author, 
however, is responsible for any of the conclusions. The expenses 
connected with the undertaking were advanced by the Laura 
Spelman Rockefeller Memorial Foundation, under an arrange- 
ment secured by its Director, Dr. Beardsley Ruml. 


JoHN D. Buack. 
Cambridge, Massachusetts, 
April, 1929. 
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AGRICULTURAL REFORM 
IN THE UNITED STATES 


PART I 


THE SETTING 


We were told in 1921 and 1922 that the hard condition of our 
farming people was only temporary, that within a short space of 
time the purchasing power of farm products would be back to 
par and better, and all would be sweet contentment over the 
countryside. Some are now telling us that this prophecy has 
been fulfilled, in spite of the claims of certain rabid persons from 
the rural districts with political fortunes at stake. But most of 
us recognize that this is not a fair statement. Congress and a 
new president are deeply concerned with even the present agri- 
cultural situation. The intent of this book is to state the condi- 
tions of agriculture as they now are, explain the various remedial 
measures proposed and weigh them as to their adequacy to cope 
with these conditions, and outline the remaining measures that 
need to be taken. Many years will pass before some of the needed 
changes are wrought. Hence, the discussion is planned to serve 
beyond the present moment. It will not be possible always to 
write with assurance and finality. Too many of the records of 
agriculture are incomplete or uncertain. But whatever records 
may be cited, whatever opinions quoted, will always be handled 
dispassionately. The author has no brief for any one plan of 
farm relief. He does not even have a brief for agriculture. He 
is thinking only of the greatest long-run social and national 
well-being. 

The book is in five parts: the first including a brief statement 
as to the present condition of agriculture and the efforts made to 
improve it; the second, an analysis of the three kinds of sur- ° 
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pluses; the third, an analysis of the proposals to raise prices 
of farm products by government action ; the fourth, a description 
of the other methods of attack on the problem; and the last, 
a brief statement of the adjustments that are needed in produc- 
tion, land utilization, transportation, marketing, credit and taxa- 
tion. Part I also outlines in a broad way the various alternatives 
of a national policy with respect to agriculture and the bases of 
these. 


CHAPTER I 
AGRICULTURE NOW 


The outstanding fact in the agricultural situation at present 
is that financial improvement in agriculture has almost ceased 
since 1924, as is made abundantly clear in Chart 1. Farm in- 
comes were distinctly better in 1925 than in 1924, but this was 
due to the happy combination of some good crops in the United 
States and poorer crops abroad.t Coincidences of this kind 
happen only once in a while. Net cash incomes were only $8 
per farm larger in the crop year 1927-1928 than in the crop year 
1924-1925. As for the present year, the Department of Agricul- 
ture has estimated a value of crops, on the basis of the December 
1 prices, at 1 per cent under last year’s. A 5 per cent greater 
volume of production has been more than offset by a 5 per cent 
lower price. Livestock production and prices may slightly more 
than offset the decrease in crop values. If net cash incomes of 
farmers are notably higher in the near future than at present, it 
will be either because of another favorable combination of cireum- 
stances, or because some legislation is enacted which is effective 
beyond any reasonable expectation. 

There are no income data back to prewar times exactly com- 
parable with the foregoing, but the changes in gross value of 
farm products, shown in the solid black line in Chart 2 in the 
form of percentages of the 1910 to 1914 gross value, are closely 
parallel with those for ‘‘eash receipts’’ in Chart 1, the principal 
- difference being that the gross value index numbers are on a 
ealendar-year basis, and the latter on a crop-year basis (August 
to July). The index for 1926, the last year for which it is 
published, is 172. For 1927 it would have been around 169 as 
compared with prewar 100. In 1921 this index stood at 136. 

1The data on which the conclusions in this section are based are 
given in more detail in the Appendix, Tables 4 and B, together with their 
sources, 
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One can understand why incomes have behaved as indicated 
only after examining the component elements: prices received, 
prices paid, volume of products sold, volume of goods and serv- 
ices bought. 


CHART 1—FarMERS’ Gross CASH RECEIPTS FROM SALES; CURRENT FARM 
OPERATING EXPENDITURES; AND Net CASH INCOME AVAILABLE For LIVING 
EXPENSES, BY CROP YEARS, 1919-20 THROUGH 1927—28.* 


(Unit: $1,000,000,000) 
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* Acknowledgment is hereby made to the Harvard Economic Society, 
Inc. for permission to print this chart. See Crops and Markets, July, 1928, 
Table 7, for data. ‘The number of farms has remained nearly constant 
during this period. 


Prices.—Those who see agriculture as fully recovered focus 
their attention upon prices in the wholesale market, where the 
index of agricultural prices in 1927 stood at 146 as compared 
with 152 for non-agricultural products, making a ratio or ‘‘pur- 
chasing power of farm products’’ of 96. The Bureau of Labor 
Statistics changed the composition of its agricultural group of 
products at the beginning of 1928, so that this comparison can- 
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not be continued exactly. But for December, 1928, the last 
month available, the ratio was approximately 100? (agricultural, 
151; non-agricultural, 151). These relationships are shown 
graphically in Chart 3. From September, 1927, to October, 1928, 
the ratio was over 100. This was the period when the effects 
of last year’s somewhat short crop were being seriously felt in 
the market. The 5 per cent larger crop of 1928 has brought 
the ratio back to 99, which may be considered about normal for 


CHART 2.—PRODUCTION OF CROPS AND OF ANIMAL PropUCTS, PRICES PAID 
TO AGRICULTURAL PRODUCERS, AND INDEX OF GROSS FARM VALUE OF ANIMAL 
Propucts Pius ToraL Crops Not FEep To Live Srock, ANNUALLY, 1910-27.* 


(For gross value and for production, base 1910-14 = 100; for prices paid to pro- 
ducers, base August 1909—July 1914 = 100) 
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* Acknowledgment is hereby made to the Harvard Economic Society, 
Inc., for permission to reprint this chart. See Appendix, Tables A and B, 
for data. 


the present period. The ratio for 1926 was 91; for the short- 
crop year 1925, 96; and for 1924, 89. The break in prices of 
farm products began in July, 1920, and in non-agricultural 
products in November. In December, 1920, the index of whole- 
sale prices of agricultural products had fallen to 140, and of 
non-agricultural products, to only 208. The index of non-agri- 
cultural products in its lowest year in 1921 never got closer than 
34 points to the 133 for agricultural products in that year. From 
1921 to 1924 the spread between the two series narrowed rapidly, 


2It is not possible to make an exact comparison. All that one can do is 
to assume that the change from 1927 to 1928 would be the same with the 
old group of products as with the new one. 
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principally as a result of a rise of the agricultural index. Since 
1924, if we exclude the exceptional year 1925, the ratio has prob- 
ably risen only about 16 points. 

To see the price situation in its true light, one must look at_ 
it as it exists at the farm, not in the large wholesale markets 
in the cities. The dotted line in Chart 3 traces the course of 
prices paid to producers at the farm. These never rose as high 


CHART 3.—WHOLESALE PRICES OF AGRICULTURAL AND OF NON-AGRICULTURAL 
COMMODITIES AND Prices Paip To AGRICULTURAL PRODUCERS, ANNUALLY, 
1910—27.* 


(Wholesale prices, base 1910-14 = 100; prices paid to producers, base August 1909— 
July 1914 = 100) 


Wholesale agricultural) 


* Acknowledgment is hereby made to the Harvard Economic Society, 
Inc., for permission to reprint this chart. See Appendix, Table A, for data. 


as wholesale prices, and at the pit of the depression in 1921 
were only 16 per cent above prewar prices, as compared with. 
33 per cent for wholesale prices of farm products. In the next 
2 years prices paid to farmers gained on wholesale prices, so that 
the indexes stood only 8 points apart in 1923: 135 and 143. 
Since then the spread has been widening again, the indexes in 
1927 standing at 131 and 146, or 15 points apart. For 1928, 
they stood at 139 and 156, or 17 points apart. Cornell Univer- 
sity publishes an index of spreads between farm and retail prices 
of farm products. In October, 1928, the last month for which 
it is available, it stood at 96 points above the prewar index. It 
has risen 6 points since 1921, and 16 points since 1924. 
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The principal cost items entering into spreads between farm 
and wholesale, and wholesale and retail prices are wages and 
salaries, rents and freight rates. All of these are remaining close 
to the levels of 1919 and 1920, wages and salaries probably a 
little higher, rents and freight rates a little lower. Under the 
circumstances, one could understand a failure of middlemen’s 
margins to narrow very much since 1921. But to account for 
their widening again since 1923 is not so easy. Perhaps profits 
have been larger. Perhaps the number of middlemen has in- 
creased under the stimulus of higher profits, so that some of the 
increased profits have been absorbed in higher costs. Perhaps 
more high-powered salesmanship and more advertising account 
for it. Perhaps consumers are demanding more services with 
the goods they buy—installment buying and the like. Perhaps 
the higher tariff duties are getting in their work. 

Higher margins involve not only the prices received by 
farmers, but also the prices paid by them. In Chart 4, it appears 
that the lowest point reached by the index of prices paid by 
farmers was 152 in 1922, and that this index has risen somewhat 
since, to 156 for the latest month available. A simple average 
of the 12 months will give 156 for 1928, which is about its aver- 
age level since 1924. This index is made up of two parts: com- 
modities used in family living and commodities used in farming 
operations. The former has ranged from 160 to 165 since 1921, 
the latter from 140 to 149. Feed, a farm product, is the largest 
item in the latter. It would appear that the spread has widened 
more between the farmer and the wholesaler than between the 
wholesaler and the consumer. 

Chart 4 also shows the ratios of prices received by farmers 
to prices paid by them, which are now published by the Depart- 
ment of Agriculture as the official indexes of the ‘‘purchasing 
power of farm products.’’ This ratio stood at 86 in December, 
1928, the latest month for which it is available. It stood at 75 
in 1921. But beginning with 1923, it has stood by years as fol- 
lows: 88, 87, 92, 87, 85, 89. There is certainly nothing in these 
indexes to indicate that agriculture has fully recovered, or that 
there has been any improvement in agricultural conditions since 
1924. And clearly these are the price relationships to observe 
and not those in the wholesale markets. 

Furthermore, the index numbers for prices paid by farmers 
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do not include three important items of farm expenditures: 
wages of hired labor, taxes, and interest on mortgages. The 
index for wages has risen from 146 in 1922 to 169 in 1928, nearly 
all the increase coming before 1924. The index for taxes stood 
at 258 in 1927, as compared with 217 in 1921. It has, in fact, 
been climbing slowly upward since 1924, when the index number 
stood at 249. This index, as will be pointed out later, includes 
more than just higher prices—principally more roads. Mortgage 
interest rates have declined considerably since 1921, probably by 
as much as 0.7 per cent. 


CHarRT 4.—INDEXES OF PRICES RECEIVED BY AGRICULTURAL PRODUCERS, 
Prices Paw By AGRICULTURAL PRODUCERS FOR COMMODITIES USED IN LIVING 
AND PRODUCTION, AND RATIO OF PRICES RECEIVED TO PRICES PAID.* 
(Base, August 1909-July 1914 = 100) 


250 


200 


Prices received by-: 


coders Prices paid by 


.” producers 
150 


Ratio: Prices received to 
100 PS > prices paid 
atte 
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* Acknowledgment is hereby made to the Harvard Economie Society, 
Ine., for permission to reprint this chart. See Appendix, Tables A and B, 
for data. 


Volume of Output.—F or crops, production in 1927 was 13 
per cent larger than the average for 1910 to 1914, and for 
animal products 40 per cent larger. Chart 2 shows that this 
increase has been continuous almost since 1910, spurting a very 
little during the war years, sagging a little in 1921 due to a 
poor crop year, but running strong in 1923 and 1924 and since. 
Since 1921, erop production, after making allowance for the low 
crop yields in that year, has increased 5 points on the index 
seale, and livestock production has increased 24 points. These 
increases in output must be combined with the prices received 
by farmers to give the gross values of farm production shown 
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by the heavy line in Chart 2. For example, the price index of 
136 in 1926 would require an index of volume of output of 126 
to give the index of 172 for gross value of production for that 
year. The 126 may be taken as a rough average of the 113 and 
137 for crops and livestock, respectively, for that year. The 
comparable figure for 1927 would be around 129. The year 
1928 will show another slight increase. Since 1921, crop and 
livestock production together have probably increased 14 per 
cent. ‘ 

Space does not permit entering into detail as to how this in- 
erease in production has come about. The number of farms has 
been nearly constant since 1910, gaining 86,841 or 1.4 per cent 
by 1920, losing 76,703 or 1.2 per cent by 1925. Between 1910 
and 1920, 77,000,000 more acres of land was taken into farms; 
in the next 5 years, 31,000,000 of land went out of farms. There 
was a decrease in every section except the Mountain states. It 
was greatest in the three Atlantic groups of states. Between 
1910 and 1920, 45,000,000 more acres of land went into crops, 
consisting of 40,000,000 acres of pasture that were plowed and 
5,000,000 acres of timber land that were cleared. The 5 years 
since 1920 have shown a decrease of 19,000,000 acres of land 
in erops, nearly half of which is land which has gone into brush 
and timber. But the new acres that went into crops in 1918 
to 1920 did not increase production greatly, nor has their loss 
reduced it. Dr. O. E. Baker explains the recent increase in 
agricultural production as follows: * 


This inerease in agricultural production since the World War, 
despite a decrease in crop land and in number of livestock on farms, 
is owing primarily: (1) to the release for other uses of 15 to 20 mil- 
lion acres of crop land formerly required to feed the horses and mules 
which have been replaced by tractors and automobiles; (2) to increasing 
efficiency of production, especially in the amount of milk and meat 
produced per unit of feed consumed; and (3) to a shift from the less 
productive classes of animals per unit of feed consumed toward the 
more productive (i.e., from beef cattle to dairy cattle and swine), and 
from the less productive crops per acre toward the more productive 
(i.e., less wheat and more corn in the North, less corn and more cotton 


4‘*Population, Food Supply, and American Agriculture’? (address 
before the joint session of the Farm Economie Association and the Rural 
Section of the American Sociological Society, in Washington, Dec. 29, 1927). 
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in the South, and more vegetables and fruits especially in California 
and Florida). 


Buying Power.—The buying power of farmers has increased 
since 1921 by this probable 14 per cent gain in output combined 
with the rise from 75 to 89 between 1921 and 1928 in the ratio 
of prices received to prices paid—+z.e., by something like 36 per 
cent. The data upon which Chart 1 is based, which are on a 
erop-year basis wholly, indicate a 33 per cent increase in buying 
power between 1921-1922 and 1927-1928. Calculating the 
inerease directly from the indexes of gross value of production 
in Chart 2 would give an increase in buying power of 23 points 
in the index scale between 1921 and 1927.° Most of this in- 
crease came before 1924. Buying power in 1921, according to 
this set of data, was 13 points below prewar; in 1927, 10 points 
above prewar. The data upon which Chart 1 is based indicate 
14 points above prewar rather than 10 as the level of buying 
power in 1927. The 14 is the more nearly correct. 

Volume of Input.—The increase of 14 per cent in buying 
power over prewar is highly significant. It has been felt by all 
those who have had goods to sell in the rural districts. But it has 
helped farm people much less than this figure would indicate. 
First, as already suggested, some of it has been absorbed in the 
increases in taxes, wages and even mortgage payments that have 
occurred since 1921. Although mortgage interest rates have 
declined, mortgages on owner-operated farms increased 13 per 
cent between the censuses of 1920 and 1925, in spite of the fore- 
closure of many of the largest mortgages. Second, the larger 
production since 1921 has required or should require a larger 
input of cost goods—of machinery, building materials, feed, 
fertilizer, sprays, threshing fees, twine, and especially gas and 
oil for tractors, trucks and automobiles. The data upon which 
Chart 1 is based indicate a 19 per cent increase since 1921 in the 
quantity of such goods and services. Domestic shipments of 
farm machinery were 48 per cent larger in 1927 than in 1923, 
and ran about one-fifth larger in 1928 than in 1927. 

The 14 per cent gain in buying power as compared with the 
prewar period is surely largely absorbed in higher taxes, wage 

5 From 87 to 110, equal to a 23 per cent increase. These two methods 


do not give exactly the same results because the data are not on exactly the 
same hasis, 
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bills, mortgage payments and current operating expenses. Of 
the 158 per cent of increase in taxes since the prewar period, 
at least 70 per cent represents increase in volume of public goods 
and services rather than higher cost rates for labor and materials 
in public use. Data prepared by the Census Bureau show 1.68 
persons ‘‘gainfully employed”’ per farm in 1925 as compared 
with 1.75 in 1920 and 1.79 in 1910. The small decline is probably 
mostly in family labor. The index of wages of hired labor stood 
at 169 in 1928, as compared with the 139 for prices of farm 
products at the farm. The average mortgage per owner-operated 
farm in 1925 was $4,004, as compared with $3,356 in 1920, and 
$1,715 in 1910. No satisfactory data are available for changes 
in current operating expenses over the whole period. 

Although the spending of a large part of a 14 per cent in- 
erease in buying power as just indicated has not improved the 
farmer’s financial condition greatly, it has furnished more busi- 
ness for city people who deal with farmers. Even tax money 
in due time becomes grist for the city business man. 

> Family Living— Although specific data are lacking, there 
is little doubt that the plane of living of farm families is con- 
siderably higher now than in 1910 to 1914. It has risen appre- 
ciably even since 1921. More farm families have motor cars 
now than in 1921, and probably fewer of them have cheap cars. 
There has been a rapid increase in the last 10 years, no doubt 
halted for a while in 1921 and 1922, in the number of farm homes 
with telephones, radios, lighting systems, water systems, furnaces, 
and electricity. Farm people are wearing much more nearly the 
same sort of clothes as city people than was true 10 years ago. 
There are sections of the country where no doubt these changes 
have not been very pronounced; but in others they have been 
little short of revolutionary. 

Where has the buying power come from for this rise in the 
plane of living? To start with, some of these improvements in 
living have required little or no additional income. They have 
come to farm people along with other folks along with the progress 
of the arts and inventions. But it also seems clear that a consider- 
able part of the 23 (or 33 or 36) per cent gain in buying power 
since 1921 has been employed in better living in place of being 
used to pay off mortgage debt, to erect farm buildings, to buy 
land and farms, or to buy purebred livestock. Not only have 
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fewer farm buildings been erected, but existing buildings and 
fences have not been kept in their usual repair. The increased 
buying of farm machinery has been due partly to an effort to 
save labor bills, and partly to a desire to make farm work lighter 
and more interesting. A standard of living consists partly of a 
standard of work, in which hours of labor and energy input are 
the principal ingredients. Also, fewer farms have been bought 
and sold, which means that fewer farmers have been able to 
retire from farming and, hence, that less of the income from 
farming has been earried off to the city. Fewer tenants and 
farmers’ sons have saved money with which to buy farms. One 
must be careful to realize in this connection that not all farmers 
are in the same financial position. Most of those with heavy 
mortgages have no doubt kept down their family living expenses; 
but of the others, many more than formerly have spent on motor 
ears and the like what would have gone into improvements and 
savings of one sort or another in the days before the war. Nor 
must it be thought that none of the farmers have saved. Thrift 
is still highly honored in most farm households—and harshly 
observed in some of them. But our farm people are getting far- 
ther and farther removed from the generation that grew up 
among the rigors of the frontier or in conditions of penury 
learned in rural Europe. 

Population Decline——One other change has also had an 
impertant effect on the buying power of farm people, namely, 
the decline in the farm population since 1920. The Census 
Bureau’s best estimate of the population living on farms in 1910 
is 32,077,000. The nearest comparable figure for 1920 was 
31,614,000; ° for 1925, 28,982,000." The estimate of the Depart- 
ment of Agriculture for 1928, based on a rather meager sampling 
of population movements, is 27,794,000. This is a decline of 
3,820,000 in 8 years, over 400,000. per year. In terms of the 
1927 to 1928 increase, this factor alone is equivalent to an 11 
per cent increase since 1921 in the net cash income per person 
on farms. This means much more well-being per person, but 
not more total buying power. 


6 Fourteenth Census, ‘‘ Agriculture,’’ pp. 891-892, 

7U. S. Census of Agriculture, 1925, Summary of Statistics by States, 
Part III, p. 52. 

8 Report of the Secretary of Agriculture, 1928. 
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While the farm population was declining 2,000,000 between 
1920 and 1925, the number of persons ‘‘gainfully employed’’ 
in agriculture declined 600,000 according to the census esti- 
mates. This indicates that the rural population decline has 
been in women and children mostly. 

The popular explanation of the decline in farm population is 
that it represents a response to the relatively unfavorable posi- 
tion of agriculture. Apparently, this is only one element 
in it. A more important explanation is the mechanization of 
agriculture which has taken a new spurt since 1915 with the 
wide adoption of the motor car and truck, the tractor, and the 
combine harvester for small grains. The most important expla- 
nation of all is the slackening of agricultural expansion into new 
areas. The rural population has been declining in the older farm- 
ing regions for a long time—over 100 years in some sections of 
the East ; for perhaps 30 years in Iowa and the prosperous farm- 
ing sections of the North Central states. But the new rural 
population springing up on the western frontier, and following 
the logging-off of timbered lands in the North until some time 
after 1910, was more than enough to offset the losses in the older 
farming regions. 

In spite of the loss of rural population and mechanization of 
production, there does not seem to have been much of a reduc- 
tion in the number of actual workers per farm. It must be 
remembered that production per farm has increased nearly 30 
per cent since 1910. Not all of this increase has been of the 
kind that can be handled by power and machinery. The data 
prepared by Dr. E. Dana Durand of the Department of Com- 
merce indicate that output per worker in agriculture increased 
47 per cent between 1900 and 1925, exactly the same as in manu- 
facturing. Between 1910 and 1920, agriculture gained 20 per 
cent in output per worker, and between 1920 and 1925, 18 per 
cent.? Thus in round numbers 10 persons in 1925 were turning 
out the same agricultural product as 14 in 1910 and 12 in 1920. 

Failures—The foregoing makes it easy to see why many 
farmers have found it difficult to meet expenses during even 
the past 4 years. Those with little mortgage indebtedness and no 
unusual expenses, such as for maintaining children away from 
home at school, have usually been able to make ends meet. No 


9See Am. Econ. Rev. (Supplement), pp. 122-130, March, 1928, 
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doubt another large group has managed to get along because 
it has been willing to keep its plane of living close to a prewar 
basis. Others have done it by working harder, and working 
members of their families harder and hiring less labor. But not 
even all these procedures have been sufficient to save the day 
for many who bought farms under heavy mortgage in 1918 to 
1920; or who have operated in areas where conditions have been 
especially adverse. Most farmers can stand a severe financial 
strain for a year or two—such a strain as in the years of 1921 and 
1922; but a strain which continues with only partial abatement 
for six or eight years will break most of the insecure ones. The 
farm bankruptey rate per 1,000 farms jumped from 0.21 in 
1920 to 1921 to 0.50 in 1921 to 1922, 0.93 in 1922 to 1923, and 
to slightly over 1.20 for 1924, 1925 and 1926. Only in 1927 
does the rate show a decline to 0.99 per 1,000 farms.2° Of the 
farms in the United States reported to the Department of Agri- 
culture as changing ownership in 1927 to 1928, excluding the 
15.6 per thousand farms that were involved in the settlement of 
estates, 45.2 per cent were forced sales. The comparable figure 
for 1926-1927 was 44.2 per cent; and for 1925 to 1926, 40.5 per 
cent. Forced sales in this report include bankruptcies, fore- 
closures, delinquent-tax sales, loss of title by default of contract, 
surrender of title to avoid foreclosures, and related methods of 
transfer. The year 1927 to 1928 showed some decline in the 
Mountain states, where such sales had been most pronounced in 
the years previous. Many states elsewhere showed small in- 
creases in the foreed-sale rate. 

A report just issued by the United States Department of 
Agriculture, which summarizes farm real-estate conditions as of 
years ending Mar. 15, indicates fewer voluntary sales of farms 
in 1927 to 1928 than in the year previous. The 1926 to 1927 
rate was 28.3 per thousand farms. The only agricultural states 
showing a pronounced upward drift were Montana, Wyoming, 
Idaho and the two Dakotas. In these five states, and in certain 
localities within a number of other states, local farmers are ap- 
parertly beginning to buy land for themselves or their sons to 
operate. 

Land Values.—In the year ending Mar. 1, 1928, the Depart- 


10 “* Agricultural Yearbook, 1927,’’ p. 1164, Table 513, 
11 U, 8, Dept. of Agr., Cir. 60, Table 21, 
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ment of Agriculture index of prices of farm real estate declined 
2 points, so that it now stands only 17 points above the 1912 to 
1914 average, and 53 points under that of 1920. This 2-point 
decline is the smallest decline reported for any year since the 
break came. A decline of 5 points accompanied the rather disas- 
trous crop year 1926 to 1927. 

This decline in farm property values is the most outstanding 
development of the period under review. Land values are 
already far below the price level of farm products; and they 
are even farther below the present level of farm incomes. This 
experience is a new one for American agriculture, and highly 
significant. . Land values declined in the North Atlantic states 
from 1880 to 1910 because of the cheapening of farm products 
following the opening of the western prairies; but the present 
decline has reached all sections of the country. The central corn- 
belt states and the cotton states have experienced the largest 
decline. 

It is easy to see why land values should have declined some- 
what in 1921 to 1923. A ‘‘boom’’ struck the land market in 
many sections in 1918 to 1920. This boom was unconsciously 
based on the assumption that the then-existing high price level 
had come to stay. In Iowa and Georgia, land prices rose almost 
as high as did the wholesale price level before the break came. 
With the rapid decline in prices of commodities in 1920 to 1921, 
one would expect that the part of the new high level of land 
prices which was based on high commodity prices would dis- 
appear rather quickly. But land prices are still declining and 
the trend of prices of farm products has been upward for some 
time, although not very noticeably since 1924. What is the 
explanation? Some of the decline since 1921 is no doubt merely 
a matter of lag in readjustments. This might account for a 
continuing decline, but it will not explain the low level which 
has been reached. Some explanation of this is found in the fact 
that forced sales have been so numerous in many neighborhoods 
as to have established the general level of land prices there, and 
forced sales are frequently at bargain prices More of it is 
explained by a shrinkage in that part of current land values 
which represents capitalization of anticipated increase in land 
income. Cash rental rates on farm land in Iowa rose at the 
rate of about 20 cents per acre per year between 1900 and 1919, 
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and at the rate of 34 cents per acre per year between 1910 and 
1919. Comparable figures for Ohio are 8 and 10 cents; for 
southern Wisconsin 10 and 17 cents. Under these circumstances, 
land was selling even before 1919 and 1920 on the assumption 
of large anticipated increases in net income. In some areas, 
as high as 60 per cent of the current value of land in 1919 and 
1920 represented this element.12 Although cash rental rates 
have been rising again since 1923, landowners no longer see the 
future in such rosy colors. If they were unconsciously assuming 
a rate of increase in net income of 15 cents per acre in 1920, 
and are assuming a rate of only 5 cents now, there is ample 
explanation in this for a level of land values considerably under 
the general price level.** 

Closely associated with this decline in anticipated rate of 
increase in income from land is the rising scale and standard of 
living of farm people. This makes them set a higher valuation 
upon their own time and effort and less willing to pay high prices 
for farms. It is keeping them from paying off their present 
mortgages and from saving money to buy land. Present incomes 
will not support the present scale of living and pay for land at 
anything like its value in 1920. 

Rural Wealth.—At present land prices, an average acre of 
land will buy only three-fourths as many commodities at 
exchange in the farmers’ retail market as did an average acre 
before the war. The value of agricultural property has declined 
from $79,000,000,000 to $58,000,000,000 since 1920. It is unrea- 
sonable to say that the farmers of the United States have actually 
lost $21,000,000,000 since 1920; nevertheless those who bought 
their farms at the high prices of 1918, 1919 and 1920 have 
actually lost at this rate. Moreover, most of them bought under 
mortgage, and these have lost still more heavily. The farmer 


12 CHAMBERS, C. R., ‘‘ Relation of Land Income to Land Value,’’ U. 8S. 
Department of Agriculture, Dept. Bull. 1224, pp. 19 and 30. 

138 This is made clear by inserting these rates and other assumed amounts 
in the following formula for valuation of a permanent income bearer with 
incomes increasing at a constant rate, in which v= value, a= current net 
income, 7 = prevailing rate of return on safe investments, and i= antici- 
pated increase in annual net income: 
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who purchased a farm in 1920 at $20,000 under a mortgage of 
$10,000, assuming that he has made no payments on his mortgage 
since, now has a farm worth, as an average figure for the whole 
country $14,000. His equity has shrunk from $10,000 to $4,000. 
A very large proportion of those who purchased under the con- 
ditions assumed no longer have their farms. They were unable 
to meet their heavy interest and tax payments in the lean years 
from 1921 to 1923. If this same farmer had made his purchase 
in 1913, his farm would probably have cost him $12,000, and his 
mortgage would have been $6,000. Assuming no payments on his 
mortgage since, his equity would have risen from $6,000 to 
$8,000. But $8,000 in 1928 represents 11 per cent less purchas- 
ing power in the wholesale market than $6,000 in 1913. 

The complete picture of the decline in rural wealth must 
include farmers in both the situations just described and many 
more, with all sorts of mortgages and at prices all the way from 
those of 1850 to those of 1928. It must take account of the pay- 
ments constantly made on mortgages, especially those made from 
1916 to 1920. On the other hand, it must reckon with the fact 
that whenever farmers retire to the city, or estates are settled, 
wealth is drained off to the city and replaced by new mortgage 
indebtedness. If the agricultural census of 1925 be taken as a 
cross-section for comparison with the 1910 census as another 
cross-section, the average equity of mortgaged owners on their 
farms in 1910 was $4,574; in 1925, $5,560. But in terms of the 
wholesale price level of these two years, the 1925 equity was only 
four-fifths as great as that of 1910. In addition, 36.1 per cent 
of the owner-operated farms were mortgaged in 1925 as com- 
pared with only 33.6 per cent in 1910. 

Exports.—One point of interest with respect to agriculture 
is whether or not the food supply is keeping up with the popula- 
tion. Exports of farm products are a good measure of this. 
The index of exports of farm products has declined from 134 in 
1920 to 112 for the present year. Leaving out cotton, however, 
the decline has been from 207 to 138. Production of farm 
products has nearly kept up with the population in spite of a 
decrease of land in crops because of a great increase in livestock 
production, because the substitution of gasoline power for horses 
releases feed or food for other purposes, and for the other reasons 
mentioned by Dr. Baker earlier. The exporting of the years from 


CHarT 5.—F ARM RETURNS, 1922-1927. AVERAGE NET RESULTS ON OWNER-OPERATOR FARMS, BY REGIONS.* 
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1915 to 1920 was abnormal. We are still far above prewar 
figures and, excluding cotton, have lost little ground since 1923. 


The trends 


(From Cire. 60, Dept. Agr., ‘‘The Farm Real Estate Situation,’’ 
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AVERAGE NET RESULTS ON OWNER-OPERATOR FARMS, BY REGIONS 


* A consistent recovery in the Western and North Atlantic regions is shown by the average oper- 


ating returns reported by cooperating farmers to the Bureau of Agricultural Economics. 


elsewhere have been less satisfactory. 


by E. H. WIEcKING.) 


Regional Differences.—The foregoing discussion is largely 
in terms of the United States as a whole. The agriculture of the 
United States is extremely varied; and the various sections have 
experienced the vicissitudes of the last 10 years in different ways 
and degrees. This is clearly demonstrated in Chart 5. The 
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“‘farm returns’’+* there recorded have been obtained each year 
since 1922 by the Department of Agriculture in a special inquiry 
and represent a sample of some ten thousand farms—13,859 for 
the latest year. The farms reporting are all owner-operated and 
much larger than the average. But all parts of the country are 
represented, and there is little reason to doubt that conditions 
have changed on these farms at the same time and at about the 
same rate as on the rest of the farms. The returns are for 
calendar years. 

On Chart 6, the changes in land values since 1920 are repre- 
sented by the same districts as used in Chart 5, except that 
each of the three districts, Western, South Central, and North 
Atlantic, has been subdivided. A comparison of these two 
charts shows clearly the effect of farm incomes upon farm real 
estate values. Land values have declined in all sections, but 
much less than elsewhere in the Pacific and New England sec- 
tions. The decline seems to have reached its limit in the New 
England, Middle Atlantic, Mountain, and Pacific states, but 
still seems to be somewhat sharp in the corn and cotton belts. 

In the Western section, conditions have improved rapidly and 
almost continuously. The range country suffered severely from 
the decline in beef-cattle prices in 1921. Production had 
expanded under the war stimulus into areas that could not sus- 
tain it under more normal prices, to say nothing of those prevail- 
ing in 1921 to 1923. The high prices that have prevailed for 
wool and mutton for several years and the recent high prices 
for beef cattle largely explain the improvement in this region. 
Beef-cattle prices at the farm were 81 per cent above prewar on 
Dec. 15, the date of the last report; lamb prices, 93 per cent 
above; and wool prices, 91 per cent above. The sheep flocks 
of the world have been expanding rapidly since 1921, and prices 
may be expected to reflect this presently. Fruit and vegetables, 
prices of which figure so largely in the economy of the Pacific 
coast, have averaged 17 points higher than the all-farm-products 
index since 1922, and 52 per cent above their own prewar level. 
Since July of the past year, however, the fruit and vegetables 
price index, because of the large crops of apples, oranges, pota- 
toes, and several other important products, has ranged below 

14‘‘Farm returns’’ as here defined include an estimate of the value of 
the home-grown food products used by the farm family. 


20 AGRICULTURAL REFORM IN THE UNITED STATES 


the general index; and between Sept. 15 and Dee. 15, it dropped 
19 points. Wheat also is an important product in the Western 
section. Gains have been registered in growing this crop since 
the use of more machinery has brought about cheaper production. 


CHART 6.—F arm REAL Estare: ESTIMATED AVERAGE VALUE PER ACRE, AS 
or Mar. 1. By GrocraPHICcAL Divisions, 1920-1928.* 
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* Although touching nearly all sections, the year’s declines in all cases 
were less than those shown for the 1926-1927 period. The severest declines 
were registered in the South and Middle West, where they were also largest 
in 1926-1927. (From Circ. 60, Dept. Agr., ‘‘The Farm Real Estate Situ- 

ation,’’ by E. H. Wimcxk1na.) 


The other section in which conditions have distinctly 
improved is the North Atlantic, although even here returns were 
not as large in 1927 as in 1925. Land prices in this region rose 
little during the boom and have declined little since. The prices 
of the principal farm products of this section have been far more 
stable than those of cotton, wheat, and corn. Consequently, this 
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section has only partly felt the agricultural depression. Dairy 
and poultry products and fruits and vegetables figure most 
largely in the agricultural economy of this section. The dairy- 
products index has averaged 2 points above the all-farm-products 
index since 1922, and the poultry-products index has averaged 
12 points higher. More important, the increase in freight rates 
since the war has raised prices and benefited local producers in 
those North Atlantie states which derive much of their supply 
of such products from other regions. Prices of poultry products, 
which had been declining since 1925, have been a little stronger 
of late. Dairy-product prices can be expected to rise slightly 
in this region if the tariff duty on cream is raised; but otherwise 
not. There are apparently no important new competitive advan- 
tages to be realized in this section. 

The whole corn belt was especially affected by the land boom, 
and by an overexpansion of corn and hog production before, 
during, and just following the war. Cattle feeding was finan- 
cially disastrous for two winters in succession. In the Hast 
North Central section, returns in 1927 were not greatly better 
than in 1922, owing to a combination of a poor crop of corn and 
low prices for hogs. Dairying has served as a stabilizer of 
incomes in this section during this period and, where dairying 
predominates, farmers have fared somewhat better than else- 
where. Statistics compiled at the University of Illinois from 
account books of about one thousand farms show earnings of 1.8 
per cent on the farm investment in 1927 as compared with 4.3 
per cent in 1924, 3.3 per cent in 1925, and 2.3 per cent in 1926. 
The declines are most severe in the beef and hog sections of the 
state, and least in the dairy sections. Whether or not one 
accepts the particular method followed of calculating return on 
investments, the comparison by years must accord closely with 
the facts. The 1928 corn crop in the corn belt states east of 
the Mississippi was 36 per cent larger than that of the year 
before, hog prices were $0.92 higher on Dee. 15 than on the same 
date in 1922 and 1923, and beef-cattle prices were $3.67 higher. 
Feeder cattle moved into this section in somewhat larger num- 
bers than the year before. Recent developments have been 
in the direction of heavier market receipts of livestock and of 
dairy products and weaker prices than anticipated, but the 
prospects are still good for a fairly prosperous year for the live- 
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stock farmers in this section, except those who have purchased 
cattle to feed. The low level of general farm incomes in this 
region in the years 1926 and 1927 must be taken as somewhat 
exceptional, but no improvement beyond recovery to more normal 
levels can be expected in view of the prospects for continuing 
low prices for corn and hogs. 

In the West North Central group of states, grains and meat 
animals furnish the basis of agricultural incomes. The agricul- 
tural depression severely affected the spring-wheat region, partly 
due to low prices for wheat and partly to a succession of poor 
harvests. The depression came soon enough to check the land 
boom in this section. Since then, the crops of 1924 and 1927 have 
improved conditions much, but the balance sheet is still unfay- 
orable. Bank failures and farm foreclosures have been heaviest 
in this region. The grain-price index has been below the index 
of farm-products prices for all years since 1920, except 1925. 
The average for the period is 7 points lower. The grains index 
for last September was 24 points under the all-farm-products 
index, and it has declined since then, as has the general index. 
A good crop of corn in the district largely explains the higher 
returns for 1927. The beef cattle and the hogs to which this corn 
was fed in 1927 brought good prices late in the spring and sum- 
mer of 1928. Movements of feeder cattle into this region were 
very large from July on. Apparently, 1928 returns will be 
no higher than those for 1927, and they may be less. Improve- 
ment in this section must come from economies in production, 
as it apparently has come thus far. 

The cotton region experienced extremely low prices in 1921, 
and then very high prices in 1923 and 1924 because of the boll- 
weevil ravages. These high prices for cotton, combined with 
low prices for grain and eattle stimulated rapid expansion of 
cotton growing on the western frontier, which contributed to the 
18,000,000-bale crop in 1926. Prices fell to 11 cents a pound. 
In the older cotton states, many sections are in financial straits. 
The land boom was as pronounced in the South as in the corn 
belt, and the recession has been equally severe. 

In the South Atlantic states, conditions were getting worse 
rather than better until the Mississippi flood and other cireum- 
stances reduced last year’s cotton production to 13,000,000 bales 
and raised prices to levels ranging, at different periods during 
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the marketing year, from 40 to 80 per cent above prewar. This 
year’s crop is forecast at over 14,000,000 bales, and farm prices 
are about 18 cents a pound as compared with 21 cents a year 
ago. Production in Florida, Georgia, and South and North 
Carolina is forecast at slightly less than a year ago. Only in 
the event of some general agricultural reorganization in the 
South Atlantic States can great improvements be expected there. 

Agricultural conditions in the South Central group have 
improved just a little over 1922. Cotton is by far the largest 
factor in the situation in these states also. The large-scale 
methods introduced in the regions of lighter rainfall, on the 
western frontier of the old cotton belt, have thus far proved 
fairly successful and conditions have been somewhat better in 
these districts; but probably at the expense of the other cotton 
districts. 

Comparison with Urban.—It is fully as important to under- 
stand the state of mind of the farm population at present as it is 
their economic condition. In order to understand this state of 
mind, one must do more than make comparison with prewar or 
1921-1922 agriculture. Of more importance is comparison with 
the changes in the prosperity of other economie classes. The out- 
standing feature of this comparison is the changes in valuation. 
While the capitalization of the farms of the United States has 
been declining from $79,000,000,000 to $58,000,000,000, that of 
urban industry has greatly increased. The Dow-Jones index for 
20 * leading industrial stocks has risen from a low of 64 in 1921 
to 322 at present writing; for 20 railroad stocks, from a low of 
66 to 161 at present writing. No doubt the ordinary sorts of 
industrial and commercial enterprises do not show the phenome- 
nal gains of these leaders; but that they have made large gains in 
capitalization, no one will doubt. The census no longer gives a 
figure for valuation of industrial plants comparable to that for 
farms. The one it gave until 1919 is apparently valueless. The 
total capital of corporations, as nearly as it can be figured from 
the corporation income-tax returns, increased from $123,000,000,- 
000 in 1921 to $151,000,000,000 in 1926. Neither of these figures 
is at all dependable; and some of the increase represents new 
corporations and growth of old corporations. The Census of 
Manufactures’ figures for value of product of manufacturing 


15 Thirty stocks since October, 1928. 
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plants: are $61,737,000,000 for 1919, and $62,713,000,000 for 
1925, nearly the same in dollars. If cost of materials and wages 
and salaries are subtracted from these two figures, the difference 
is $10,968,000,000 in 1919, and $12,300,000,000 in 1925, the 1919 
figure being equal to $8,461,000,000 in 1925 dollars. These 
figures represent profits, taxes, and insurance mostly. There 
is surely basis here for an increase in capitalization beyond that 
representing additional plant and equipment. The vast differ- 
ence in the valuation of agriculture and urban industry repre- 
sented by these figures—a phenomenal decline in one set against 
a phenomenal rise in the other—is the principal basis for the 
continuing agricultural discontent. 

The comparison of returns on farm investment and other 
investment is difficult to make because of differences between 
farm and city price levels. A considerable part of the returns 
on agricultural investment takes the form of family living—use 
of dwelling, use of automobile, consumption of fuel, dairy and 
poultry products, meat, fruit, vegetables, ete—obtained from the 
farm. In the usual calculations, these are given rough valua- 
tions on the basis of what they, or some rough equivalent of 
them, could be sold for at the farm, and these valuations are 
combined with the net money incomes of agriculture to compute 
a return on the investment. Obviously, such results are not 
comparable with returns on urban investments. One large part 
of the farm returns is valued on a basis which is probably one- 
half lower than the same commodities would cost in the city. Just 
the food and fuel used by farm families, valued at the farm, 
equaled 47 per cent of the net farm incomes of 1927 to 1928.7° 
Use of dwelling and family use of automobile become large items 
when thought of in terms of city equivalents. 

In Table 1, returns on farm investment are figured with 
everything valued at the farm, first in column IV with no deduc- 
tion for the labor and management of the proprietor, after the 
manner prescribed for accountants of small one-man businesses. 
In column VI, the returns are figured after a deduction is made 
for the proprietor’s labor at regular rates for hired men 
employed by the year and boarding themselves. A small fur- 
ther deduction should be made for family labor employed on 
the farm. Note that the rates of return have run slightly above 


16 Crops and Markets, p. 269, Table 7, July, 1928. 
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6 per cent in the period since 1924 when agricultural conditions 
have been rather stable. Allowing the proprietor $500 more as 
wages of management to go with his wages of labor ($584) 
would leave only 0.9 per cent as the return for 1927 to 1928. If 


TaBLE 1.—Gross anp Net INcoME PER Farm anp RATE oF RETURN ON ALL 
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* Data for this table taken from Crops and Markets, July, 1928. 
+ As of Jan. 1, in the period indicated: values include land, buildings (dwellings and 
other), livestock, implements, machinery, motor vehicles, and‘an allowance for cash working 


capital. Table 3, column 1, p. 268. 
t Gross value of farm production less value of products fed, used for seed, and wasted. 


Table 1, column 8, p. 267. 
§ Wages to hired labor, operating costs and taxes on operator-owned investments. 


Table 7, columns 2, 3 and 4, p. 269. 
q Farm wages without board, monthly rate multiplied by 12, calendar year. Table 6, 


column 2, p. 269. 
|| Double the value of food and fuel consumed on farms. Table 1, column 4, p. 267. 


only that part of the income representing food and fuel is 
doubled in value to bring it roughly to a comparable urban basis, 
and $500 is allowed as wages of management, the results in 
column VI are changed to those in column VII, and the rates in 
column VIII are left as return on the investment. 

Table 2 is like Table 1 except that rents paid landlords and 


26 AGRICULTURAL REFORM IN THE UNITED STATES 


interest paid on mortgage debt are added to expenses, and value 
of rented farms and equipment and mortgage debt are sub- 
tracted from value of farm property. The results are thus 
operators’ returns on operators’ property or equity in property. 


Taste 2.—Gross anp Net Income PER FARM AND RATE OF RETURN ON 
OpERATOR’S CaprraAL INVESTED FOR THE Crop YEARS 1919-1920 TO 
1927-1928, INcLUSIVE * 


I II Til Ly Vv Vee VII VIII 
ar - ae Lem L oa 35> 
Pe é Go~ |os5 | 3s | 288s pe seseee 
2's & SS a a Aas aor s as 

3 of q RP OE ge FB sd 3 
ic g g°o oo a Jd, & Stgo og 
iS) Ons = 2 q2t64|2,5en ® 
Sus qu oo oy a, geaQQ | gne%s ag 
OR = pa) Aag as as, =G8852 Cre 
Year CopreT=| e pea On Ie Bet as a ood Bos 
og s | aS a. KA 5.8 ¢- apo ws tas! 
os [o} Onp qU ae Fea le mien Se BH 
ogo Ott Oo =a on seg ST ahs om 
58 ag Sa5 im o | aS oe 3 a RS 
aas Bae) my OS HI oe |wAawRE | onF ea oS 
PBR a3 pete ally cies ay | °sgod | Esss8—| OF 
eeesiie ae ele ree 32 29S Be SF ata a 22 
ga | BS | gag | #2 | 72 | S28) | spasks| 88 

_ b= | - 4 ) — . Eo he! 

Bee | 8 | see | es | E | 8888 |esesee] os 

oO s o @o 

(2) ical Z Ay is} Ay Z Ay 
1919-1920 | #7,299 | $2,438 $1,246 LT FG81 hat $513 7.0 
1920-1921 6,400 1,969 685 MOE 781 -—1.5 —215 —3.4 
1921-1922 5,409 1,436 514 9.5 523 —0.2 —223 —4.1 
1922-1923 5,361 1,619 682 1237 505 3.3 16 0.3 
1923-1924 5,174 1,767 766 14.8 561 4.0 74 1.4 
1924-1925 5,112 1,884 854 16.7 567 5.6 152 3.0 
1925-1926 5,148 1,993 922 i fet’) 574 6.8 247 4.8 
1926-1927 5,023 1,912 861 hy ot 586 5.5 183 3.6 
1927-1928 5,088 1,937 886 17.4 584 5.9 187 3.7 


* Data for this table taken from Crops and Markets, July, 1928. 

} Total capital invested less property rented from non-operators and debts owed non- 
operators. Table 3, column 2, p. 268. 

t Gross value of farm production less value of products fed, used for seed and wasted 
Table 1, column 3, p. 267. 

§ Wages to hired labor, operating costs and taxes on operator-owned investments. 
Table 7, columns 2, 3 and 4, p. 269. 

q Farm wages without board, monthly rate multiplied by 12, calendar year. Table 6, 
column 2, p. 269. 


|| Double the value of food and fuel consumed on farms. Table 1, column 4, p. 267. 


These results more nearly describe actual farm operators’ 
returns. 

The final results in column VIII in Table 2 mean that if in 
1927 to 1928 the proprietor was allowed $1,084 for his wages 
of labor and management, and the food and fuel which his fam- 
ily obtains from the farm were valued roughly on an urban basis, 
there would be left a 3.7 per cent return on the proprietor’s farm 
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investment in 1927-1928. The comparable figure for 1921 to 1922 
would have been —4.1 per cent; for 1925-1926, 4.8 per cent. The 
decline in land values has been a major factor in the rising rate 
of return since 1921 to 1922. 

It must be kept clearly in mind that the foregoing is not 
intended as an accurate statement of returns on farm invest- 
ments for purpose of comparison with urban returns. There 
are too many items in such a statement that have not been com- 
pared. For example, no allowance has been made for family 
labor, on the one hand, and none for use of dwelling and auto- 
mobile, on the other. In addition, there are many other items 
that cannot be compared at all. 

A similar difficulty enters when one starts looking for data 
on returns on urban investments for purposes of comparison. 
The rates of earnings on industrial common stocks in the past 2 » 
years have declined from around 6.2 per cent to around 4.3 per 
cent of their market value at the time. Of course, some large 
gains have been realized from rise in their values.  Rail- 
road stocks returned dividends ranging around 5.4 per cent 
at the beginning of 1927 and 4.7 per cent last November- 
December.*7 Large salaries were taken out before these 
dividends were voted. None of these investments is very 
closely comparable with those in agriculture. What we should 
have instead is data on the returns of the 180,000 small industrial 
plants, the 1,329,000 retail dealers, and the like. 

It is also highly important to bear in mind that returns in 
urban industry have been very uneven. While a number of the 
leaders have earned large dividends, there have been nearly as 
many others that have not. 

It is customary to compare incomes of farmers with those of 
city workmen. As already indicated, these are scarcely compar- 
able social groups. The farmer is to be compared with the 
small business man of the city—the retail merchant; or with the 
city man with a trade—the carpenter or plumber; or with the 
city man with a profession—the small city lawyer, doctor, or 
teacher. Nevertheless it is of some consequence that weekly 
earnings of New York factory workers are now 135 per cent 
above their prewar level, whereas gross incomes of farmers are 
only 70 per cent above prewar (Chart 2) ; that these same weekly - 


17 Indexes of the Investment Research Corporation, Detroit. 
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earnings are now appreciably higher than in 1919 to 1920, 
whereas net cash incomes of farmers (Chart 2) are now at only 
60 per cent of their 1919 to 1920 level. Reducing these latter to 
a real income basis by dividing each by its appropriate index 
of the cost of living would make the comparison as follows: New 
York factory workers, 30 per cent above 1919 to 1920; farmers, 
16 per cent under 1919 to 1920. Wages of farm hands in 1928 
were 25 per cent below 1919 to 1920 in cash, but 5 per cent above 
in purchasing power at the farm. As usual, wages of farm labor 
partly reflect farm incomes and partly reflect city wages. 

If 4.5 per cent is allowed as a proper return on the 1927 to 
1928 farm investment, the income in column III above leaves 
$753 as average return to the proprietors for wages of labor 
and management. It would be $657 for the same year if figured 
* out on the basis of Table 2. The National Bureau of Economic 
Research, the Commission on Agricultural Inquiry, the National 
Industrial Conference Board, and others have compared these or 
some similar figures directly with earnings per person engaged 
in cities. Such data computed from year to year may serve as a 
rough measure of change in relative income over a short period ; 
but they will never serve as an absolute measure of difference in 
well-being in any one year. One must know in addition what 
the farm incomes actually buy in the way of housing, food, 
clothing, fuel, house furnishings, medical and dental care, educa- 
tion, recreation, use of automobile, in comparison with what the 
city incomes actually buy of these same things or their nearest 
equivalents. Such comparisons are difficult to make. Take hous- 
ing as an example: Is an eight-room house on a farm with all 
modern conveniences the equivalent in living value of a similar 
house in a good residence district in town? Is a house without 
a furnace and water system worth no more relatively in the 
country than it would be in the city? Even in the matter of 
food, there are difficulties: urban families do not ordinarily eon- 
sume so many calories as farm families of the same size. To 
offset this, farm families need less of expensive clothing. Except 
in the essentially submarginal agricultural regions, the great 
majority of farm families have automobiles. In the form in 
which the income calculations are made, the upkeep and main- 
tenance of the automobile is provided largely by the farm end of 
the business. The cost of owning and operating an automobile 
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in the city may be conservatively estimated at $400 a year. Prob- 
ably a larger part of urban use than of rural use of automobiles 
is for the family and household; but one cannot be sure of this. 

In a comparison of rural and urban living made in Minnesota 
in 1924, the value at nearby city prices of the food supplied by 
the farm to 357 farm families was approximately $700. The 
rent of an equivalent city home would have been at least $600. 
The saving in fuel, clothing, water, gas, light, telephone and 
earfare, either as a result of having these furnished by the farm, 
or from not having them, would have been at least $300. These 
families spent an average of $939 on food, clothing, house fur- 
nishing and the like purchased in town. Counting the automo- 
bile and garage at $400, this makes a total of at least $2,939 
that the farm families would need if they moved to the city. 
That part of the saving of $300, which came from not having 
all the things that city people have, cannot all be cast aside. 
Some are not needed on the farm, or are offset by other advan- 
tages. On the other hand, some things, such as heat and lighting, 
that country people need as much as city people, cost more in 
the country. 

Such comparisons, however, are not of great use. There are 
too many intangible values involved—the advantages of living 
close to good schools, churches, doctors, hospitals, theaters, libra- 
ries, vs. the advantages of clean air, more sunlight, and more 
quiet. The least that anyone who broadcasts figures purporting 
to show the relative well-being of farmers and urban people can 
do is to list carefully all of their omissions and qualifications and 
possibly make some sort of a rough evaluation of them. 

No doubt Minnesota farmers live better than the average for 
the whole United States. But, on the other hand, the average 
figures for the whole United States misrepresent the situation. 
A considerable part of the apparently low average income of 
agriculture is a simple matter of geography. In Table 3 follow- 
ing, which uses the per-capita incomes computed for 1918 by the 
National Bureau of Economic Research, assuming these to be of 
value for comparisons, it appears that 52 per cent of the farming 
population live in 14 Southern states where all incomes are rela- 
tively low, whereas 80 per cent of the non-farming population 
live in the remaining states where all incomes are relatively high. 
If such a comparison was made for any one Southern state or 
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any one Northern or Western state, the difference in per-capita 
incomes would be much smaller, and would disappear in a num- 
ber of states. 


Tasie 3.—How Disrripution or PopuLtaTion AFFECTS AVERAGE FARMING 
anp Non-FARMING INcomMES—BASED ON INcOME Data FoR 1918 OF 
NatTrionaL BurEeAU oF Economic RESEARCH 
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All comparisons of per-capita farming and non-farming 
incomes must furthermore take account of the fact that there are 
more children in the country than in the city. The exact figures 
are: For every 1,000 persons in the city between the ages of 20 
and 44, there were 648 children under 15 years of age in 1920; 
for every 1,000 in the rural districts in the same age groups, there 
were 1,205 children under 15 in 1920. Children under 15 con- 
tribute little to income even on the farm. 

If one were satisfied with a comparison of farming and non- 
farming incomes in terms of all adult workers in city and coun- 
try and for the same geographic units, agriculture would not 
appear at much disadvantage in the years 1918 to 1920 if the 
two incomes were reduced to terms of what they were able to 
buy in the goods and services that constitute living. Those who 
try to prove the contrary are insulting the agricultural popula- 
tion of the United States. If our population of farm people 
continued on farms with average real incomes as low as they are 
made to appear by the data published by the National Bureau of 
Economic Research, the Industrial Conference Board, and others, 
most of them would properly be called ‘‘boobs’’ and ‘‘ignora- 


2? 


muses,’’ And they are not that, Most of them, instead, are small 
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business men working to make a good return on their investments 
and to improve their financial status. 


CAUSES 


Much has already been written as to the reasons for the con- 
dition of agriculture since 1920, and it is not our intention to 
repeat it. Most of it has related to the depression which began 
late in 1920 and largely ended in 1924 so far as agriculture is 
concerned. What needs to be explained now is why the new 
level which has been established since 1924 and 1925 is as low 
as it is, and leaves agriculture so much out of line with urban 
industry and trade. 

The depression itself behaved with respect to agriculture 
rather much according to pattern. In the deflation which follows 
a period of inflation, agriculture participates as follows: First, 
agriculture cannot shut down or operate on a part-time basis, so 
that it floods the market with raw materials which industry does 
not want. This especially affects cotton and wool. Second, due 
to unemployment in cities, consumption of the more demand- 
elastic of farm products (such as butter, eggs, fruits and fibers) 
falls off. Third, there is, under such circumstances, a big carry- 
over of farm products which keeps the markets overstocked for 
perhaps 2 or 3 years in extreme cases. This will be especially 
pronounced if agricultural production has been expanding pre- 
viously. Fourth, agriculture does not reduce its production appre- 
ciably even after 2 or 3 years of such conditions. Farmers who 
are out of debt and in comfortable circumstances do reduce 
the scope of their operations and turn to crops involving less 
labor and expense per acre. But there are fully as many others 
who feel the need of doing the opposite in order to make ends 
meet. Fifth, margins taken by middlemen, having climbed to 
new heights during the inflation, only slowly are reduced. In the 
period of early recovery from the inflation, the persisting high 
margins induce a rapid expansion in the number of retail units, 
the support of which requires that the high margins continue. 
Very slowly does competition clear up such a situation. Sixth, 
transportation rates may have been raised just about the time 
the depression sets in, and continue at the new level. Seventh, 
taxes are likely to behave in a similar way. The bonds issued at 
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the preceding high price levels have to be paid off in the low- 
level periods following. Eighth, under the foregoing circum- 
stances, land values are likely to advance more rapidly just before 
the deflation and much land is likely to be bought at such time. 
In the period following some farmers are not able to pay interest 
on their mortgages, the land market becomes stagnant, and values 
may even recede in extreme cases, such as the present. 

The principal difference between the recent inflation-deflation 
period and the rest of them is that it has been unusually severe. 
But it has also been accompanied by a few special circumstances, 
for the most part growing out of the fact that the World War 
accompanied it and largely precipitated it. The war made prices 
of farm products especially high, and caused a larger and more 
sudden increase in the land in crops. It encouraged the expan- 
sion of certain crops, particularly those produced on the Western 
frontier. The drawing off of the labor supply caused a sudden 
decrease of man power and the use of more machinery in pro- 
duction. There was, as a result of the foregoing, more of an 
increase in land values than would ordinarily have occurred 
during even an extreme inflation. The building shortage raised 
city rents enormously, and helped hold up middlemen’s margins. 

Even if there was no great expansion in actual volume of 
agricultural production, as Chart 2 shows, there surely was in 
acres in crops. In many ways, this is more serious than in actual 
volume, because when prices fall with the deflation, it is the low- 
yielding acres just brought in that are hardest hit. Since these 
new low-yielding acres are mostly in certain regions, it turns out 
that some sections of the country suffer greatly. Also, although 
production may not have expanded much in the aggregate during 
the war, it did in certain lines—wheat and rye and cotton, for 
example—and there was a severe set-back in the regions produc- 
ing these crops. It has already been shown that the difficulties 
confronting agriculture are to a considerable extent regional. 
Developments in Europe accompanying and following the war 
also disturbed our foreign markets for farm products and added 
another complicating factor. 

But all of the foregoing are not adequate to explain the pres- 
ent condition of agriculture. The inflation-deflation aspects of 
the situation were the strongest influences in 1921-1924. In those 
years, one can trace most of the above-mentioned movements 
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working out according to the pattern described. Since then, 
the lines of these movements are blurred or lost altogether. 
Forces stronger in their nature, some of them of longer standing, 
have enveloped them. ; 

In the report of the National Industrial Conference Board, 
these forces are said to have set in about 1900, and the sugges- 
tion is made: 


. . . that the decline in the relative position of agriculture since 
1900 has been in some way connected with the rapid growth of our 
distribution and banking system and of taxation rather than with 
changes in our productive industries or transportation system (p. 49). 


In the report of the Business Men’s Commission on Agricul- 
ture, the suggestion is that a rise in real agricultural costs rela- 
tive to costs in industry from 1837 to 1914, and a less rapid 
decline since 1914, is responsible for the continuing low agricul- 
tural level. Suffice to say for the theory advanced by the 
National Industrial Conference Board that it was invented to 
explain some statistical results relating to the ratio of gainfully 
employed in agriculture to agriculture’s ‘‘share of the national 
income,’’ and some other results relating to the ratio of agricul- 
tural costs to prices, which are entirely false, growing out of a 
misunderstanding or misuse of data, and that therefore the 
theory has no basis for existence.1® The theory of the Business 
Men’s Commission, so far as the years from 1837 to 1914 are con- 
cerned, is advanced to explain the more rapid rise of agricultural 
than other prices, for which the more obvious and commonly 
accepted explanation is a growing relative scarcity of agricul- 
tural products. As for the year 1914 as the critical point when 
prices of farm products ceased to rise along with costs, this is the 
unhappy result of some glaring misuses of statistical method, 
consisting of running an 11-year moving average right through 
the sharp break in prices in 1920 to 1921 (p. 52), and arbitrarily 
breaking a trend in 1914 that clearly ended in 1920 (p. 50).*® Dr. 
Durand’s data cited earlier credit agriculture with the same gain 
as manufacturing in per-capita output between 1900 and 1925. 
Real costs have probably followed per-capita output very closely. 
For the years between 1920 and 1925, Dr. Durand credits indus- 


18 Jour. Farm Econ., pp. 148-157, April, 1927, 
19 Jour. Farm Econ., July, 1927. 
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try with the larger per-capita gains. There seems to be some 
foundation for this, up to 1925 at least, in the behavior of prices 
and land values. 

The commonly accepted view is that agriculture took a pro- 
nounced turn for the better, rather than for the worse, just 
before 1900, and continued to improve relatively to industry 
until late in 1920. There seems to be not the slightest occasion 
for any other description of events. Previous to 1890, there had 
been a long period of agricultural expansion, and an accompany- 
ing great influx into agriculture of Europeans with relatively 
low standards of living and of working conditions. As a result, 
we found ourselves in the nineties flooding the world’s markets 
with products selling at a price that could not support proper 
living conditions for the rank and file of American farmers. For 
various reasons a change set in thereafter. Expansion into new 
areas the world over slackened perceptibly at that time. No 
important new agricultural inventions appeared. By 1915, in 
consequence, agricultural and other prices had come much more 
nearly into proper balance. Would they have come into balance 
by 1928 if the World War had not come along? Probably not. 
There were growing signs of a new era of agricultural develop- 
ment, not so pronounced as before, but still significant. The use 
of more power and machinery on the farm, and keeping more 
livestock, would have played a larger réle in it than migration to 
new areas; but what happened in Western Canada, and what has 
happened on the western cotton frontier in Texas and Oklahoma, 
is not to be overlooked. There was even a new impetus given to 
the settlement of the eutover regions of Wisconsin and Minne- 
sota. The effects of this do not appear in crop production, 
because yields were somewhat unfavorable at the moment; but 
the acreage growth was there. The truth of the matter is that 
the standard of living of the American farmer had not risen 
rapidly enough to absorb the new gains in income, and these 
were manifesting themselves in rapidly rising land values, and 
in reaching out for more land in new areas. Much of what has 
happened to agriculture during and since the war would there- 
fore have happened anyway ; but its order and manner of appear- 
ance would have been very different in many respects. Even if 
the World War had never happened, agriculture would still be 
out of line with the rest of our nation, although more nearly 
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recovered from such a condition. We had a country-life move- 
ment in the Roosevelt period and following which ealled atten- 
tion to many of the deficiencies of agriculture and rural living. 
Many of those deficiencies are still with us. 

As the matter now stands, the inclination to expand agricul- 
tural production is still with us. A noticeable rise in the price 
of any product results presently in an enlargement of the output 
of it, only part of which comes out of the acreage or output of 
other products. It is true that land is going out of crop use in 
some areas; but more is coming into use elsewhere. The remain- 
ing acres in the older areas are producing better. Our improved 
skill in feeding that we have painfully learned is for the moment 
vexing us with more livestock product than we want. 

A second persistent factor in the situation is the new wage 
level for labor. There is no use of our expecting wage rates to 
fall. A period of pronounced business depression such as some 
are anticipating within a year or two would produce unemploy- 
ment, but few wage cuts. It is the history of wages that they 
rise during inflation periods and then remain nearly at their 
new levels. Setting up the immigration bars helped keep wages 
up after 1920. There are those who will argue that industry 
cannot afford to pay present wages. The income-tax reports do 
not show it. Neither does the stock market. Some enterprises 
or industries cannot prosper at present wage levels; but all this 
means is that they are being outbid for labor by more prosper- 
ous enterprises or industries. There is evidence that high wages 
have hastened the introduction of machinery and have thus 
thrown men out of work. But this sort of a disease has a way of 
curing itself presently without significant wage reductions. 

Along with the new wage level and the new level of urban 
incomes generally has come a conspicuously higher scale of living 
in cities. Its most noticeable effect has been upon the quality of 
housing demanded. This has provided work for the construction 
trades and has helped keep up rents. 

With salaries, wages, and rents at or near their present levels, 
and transportation costs not likely to be reduced very much, it is 
futile to look forward to much of a reduction in spreads between 
producer and consumer prices. 

With agricultural production maintaining itself, and even 
expanding a little, and wages, rents, freight rates and taxes, 
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holding well up, it is not difficult to see why agricultural prices 
and incomes have been about on a level for the past 4 years. One 
other equally persistent new factor in the situation, the new scale 
of living of farm people, is combining with the others to keep 
land values from rising, and even to cause them to decline for the 
present. 


PRESENT TENDENCIES 


The outstanding feature in the situation so far as the imme- 
diate future is concerned is that the readjustment influences nor- 
mally accompanying a recovery from a depression have largely 
spent themselves, that the new influences named above are now 
by far the more potent, and that these have established a new 
level for agriculture which, although somewhat above the prewar 
level, is farther below the level in urban industry than was 
the agricultural level of prewar days. The urban part of our 
national civilization has not only recovered from the depression 
of 1920 to 1922, but has advanced even beyond the levels of 
1918 to 1920 in profits on capital, in real wages and incomes, and 
in seale of living. The agricultural part of it has also recovered 
from the depression, but is still conspicuously below the levels 
of 1918 to 1920 in everything except the scale of living; and the 
higher scale of living has been maintained in good part out of 
capital. 

The new level which has been established, however, is not an 
absolute level. Certain influences of a slow-working type are 
eradually getting in their effects. The changes that we can expect 
to result thereform in the next 25 years, if no changes are made 
in our present policy and program with respect to agriculture, 
are as follows: 


1. An increasing use of machinery and power on farms, and less labor 
in proportion. 

2. An expansion of crop production in those areas where machinery and 
power can be substituted for labor, and a contraction of agriculture else- 
where. 

3. Larger farms, both in acres and in volume of output. 

4. Continuing technical improvements in agriculture, better cultural 
practices, better feeding, better varieties and breeds, ete. 

5. An increasing volume of production constantly pressing on consump- 
tion, and kept in check by low prices whenever the output of any product 
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advances too rapidly. This increasing volume will be per acre and per head 
of livestock as well as per farm and per man. 

6. A greater technical intensity of production, in the sense that more 
fertilizer will be used, more cultivation will be given to crops, more feed 
will be fed, more sprays will be used, especially on the better grades of land 
and with the better livestock; but all of this will be done with more power 
and machinery rather than with more labor. The increased inputs will be of 
those things which take relatively little labor. Developments along this line 
will be held in check, like those in output, by prices of farm products. Much 
poor land will be farmed less intensively even in technical terms. 

7. Costs per unit of product will decline because of the substitution of 
power and machinery for labor, the improvements in the technique of pro- 
duction, and the large inputs of feed and fertilizer, all giving larger out- 
puts per unit of input. 

8. Prices of farm products will probably rise, relative to prices of other 
products, but very slowly, probably not 1 point a year on the index scale. 
This will be due mostly to reduction in the prices of manufactured products 
accompanying improvements in technique of manufacture and the like. 
Population growth may also figure in it a little. Whether the general price 
level declines or falls is another question, and not closely related to the one 
in hand, 

9. Cooperative marketing and other related improvements in marketing 
will introduce some economies; but whether they will offset the additional 
costs of closer sorting and grading, better packing, packaging, and of more 
competitive advertising, is much to be doubted. Spreads between farm and 
retail prices will probably increase; but the consumer will pay for most 
of this. 

10. There will be an increasingly better adjustment of production to 
economic conditions, better farm organization and management. 

11. Farm incomes will rise, but rather slowly, possibly 1 or 2 per cent 
a year, due mostly to lower costs and larger production per farm. 

12. Incomes per person engaged in agriculture will rise faster than farm 
incomes, as they have since 1921. 

13. Wages of hired farm labor will possibly rise a trifle faster than 
farm incomes, as they have since 1921. 

14. The seale of living of farm families will rise somewhat faster than 
farm incomes, due to the reduction in the average number of persons on 
each farm, and small further drains upon farm capital. 

15. The population living on farms will continue to decline, but at a 
slackening rate after a few more years. 

16. Land values will continue to decline in the important farming areas, 
but at a rapidly slackening rate. Once they reach the bottom they will 
turn upward very slowly indeed. 

17. Taxes will continue to rise, although not very rapidly. More roads 
will be built. Schools will be improved. Better health facilities will be 
provided for farm people. This is simply a part of the rising scale of 
living. 


38 AGRICULTURAL REFORM IN THE UNITED STATES 


18. The higher taxes per acre will make an increasing amount of land 
submarginal for any kind of agriculture. 

19. Mortgages on farm property will probably increase little further in 
absolute amount for the present. The slackening of the rate of sale of 
farms has reduced the number of new mortgages that is being written. The 
increase from 1920 to 1925 was due largely to conversion of notes and 
chattel mortgages to real estate mortgages. Farmers are retiring to town 
at a much slower rate than formerly. Owner-operator’s equities in their 
farms will decline still further in the next few years. 

20. Tenancy will probably increase in most sections, due to the inability 
of farmers to provide the funds with which to buy the larger acreages 
needed. The lower land values, and the lower rate at which farmers retire 
to town, will be offsetting influences, which may prove to be the more 
potent. 


21. There will be more families which combine farming with other means 
of livelihood; and more city people will have homes in the country. 


The foregoing developments will work out differently in va- 
rious sections. In the East, mixed farming and country homes 
will figure largely ; and the growth of cities will provide higher- 
priced local markets. Land values may rise fairly rapidly in many 
localities. Farther back from the cities, however, agriculture will 
continue to decline. 

Developments in the South are hard to forecast because of 
the uncertainty as to the success of cotton-picking machinery. 
It seems safe to say that larger farms will develop in many sec- 
tions. The industrialization of many sections, and building of 
roads, will start the rural population flowing out of one sub- 
marginal area after another; and in 25 years, certain parts of 
the South will have passed into an agricultural stage such as 
prevails in some of New England today. 

In the corn belt, the major change will be larger farm family 
units; likewise in the wheat belt. Farther west, the use of 
machinery will make profitable the cropping of more of the 
semi-arid land; and more of the ranges will be cut up into farms 
combining crops and livestock. 

There is no provision in the foregoing analysis for an agri- 
cultural recession carried too far, with accompanying exorbitant 
prices for farm products, followed by expansion again—as some 
have predicted. It seems more reasonable to expect the foregoing 
changes to proceed gradually, and to ease off gradually if and 
as fundamental conditions of supply and demand for farm prod- 
ucts change. The mass of agriculture is so large, and there are 
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so many varied elements in it, that it is hard to conceive of it as 
moving as one solid ball. The history of our agriculture in the 
past seems more plausibly written in terms of a succession of 
influences acting upon it than in terms of a theory of action and 
reaction. 

Nor is there any suggestion that our farmers are rapidly 
approaching an economic and social condition such as prevails 
among the small holders of Europe—as many alarmists have 
asserted. In fact, the whole trend is in the opposite direction. 
With such freedom of movement of population between city and 
country as has already developed, and is still further developing, 
it is difficult to conceive of such a discrepancy between farm and 
urban conditions as the foregoing would involve. <A small- 
holding type of agriculture is the counterpart in the country of 
a low wage level in the cities—even in Europe. At least no one 
has yet demonstrated that farm people in Europe generally have 
fallen seriously behind equivalent social groups in the cities in 
incomes and living conditions. There is evidence for some sec- 
tions of Europe that the tillers of the soil have advanced their 
plane of living in the last hundred years more than have the fac- 
tory workers. 

But another phase of this problem becomes important at this 
point. If migration from the land to the cities goes on very 
rapidly, as in some parts of the East in the last 50 years, it may 
take about all the young people—all but those that are too poor 
or too weak to move—and leave only the old and the incompetent 
on the land. The agricultural laborers left behind in places in 
Europe have been of such description. This matter will be 
discussed in a later chapter. 


CHAPTER II 


THE PLACE OF AGRICULTURE IN THE NATIONAL 
ECONOMY 


Our next step will be to decide upon the place which agri- 
eulture should hold in the national economy. This is in large 
part determined for any nation by the resources with which 
nature has provided it; but is also subject to a measure of 
human control. It is to the differences that can result from 
various policies that we shall address ourselves in this chapter. 


THE RURAL-URBAN BALANCE IN THE UNITED STATES 


In January, 1928, approximately 23.3 per cent of the popu- 
lation of the United States was living on farms. In January, 
1925, the comparable figure was 25.3 per cent; in January, 1920, 
29.9 per cent; and in April, 1910, 34.8 per cent. The 1920 
figure is the most dependable of these. No general population 
census has been taken since 1920. The ‘‘farm population’’ was 
counted in 1925 on about the same basis as in 1920, but there was 
no general population census. The farm population for 1910 isan 
estimate made by Leon Truesdell of the Census Bureau, for 
the most part on the basis of the population count outside of 
cities and villages. The 1928 estimate is on the basis of the 
27,794,000 farm population estimated by the Bureau of Agri- 
cultural Economies, and the 119,320,000 total population esti- 
mated by the National Bureau of Economie Research on the 
basis of birth rates, death rates and immigration and emigration 
statistics. 

Back of 1910, it is possible to trace the progress of urbani- 
zation only in terms of ‘‘rural’’ and ‘‘urban’’ as defined in 
the censuses of that period. Table 4 shows that from 1880 to 
1920, the percentage of population which is urban increased an 
average of 5.6 per cent each 10 years. The population in 
“other rural territory’? was only 40.1 per cent of the total in 


40 


PLACE OF AGRICULTURE IN NATIONAL ECONOMY 41 


1920, as compared with 57.0 per cent in 1890.1. In absolute 
numbers, the urban population increased during the period 
from 27,000,000 to 63,000,000, or 134 per cent, while the rural 
population increased only from 35,900,000 to 42,400,000 or 24 
per cent. From 1890 to 1910, the rural increase was 3,400,000; 
from 1900 to 1910, 2,300,000; from 1910 to 1920, only 800,000. 
The strictly farm population, as above indicated, actually de- 
ereased in this decade. While the rural rate of increase was 
declining, the urban rate of increase was rising, from 8,000,000 
between 1890 to 1900, to 12,100,000 between 1910 and 1920. 


TABLE 4.—SuHiFT IN POPULATION OF THE UNrITED States From RuRAL TO 
Urpan, 1890 To 1920 * 


Percent of total population 


Cities of, 2,500 or over... ..: 0.2.26 48 51.4 45.8 40.0 35.4 
Incorporated places of less than 2,500. 8.5 8.9 8.3 18 
OGhenruralliterrtoryen cc. esti cee 40.1 45.3 Olea 57.0 


* Abstract of the Census, p. 74. 


Taking the period from 1850 to 1920, the shift from urban 
to rural (counting as urban the population in places of 2,500 
and over) was at the rate of 4.5 per cent each 10 years. But 


1A large number of the people living in ‘‘other rural territory’’ are 
not engaged in farming, but are city people living near to cities, or are 
engaged in small rural manufacturing enterprises, such as butter making, 
cheese making, cotton ginning, or in industries like mining, quarrying, or 
lumbering which are often carried on in a small way in the rural districts, 
or are merchants in small villages or at cross-roads points. If these and 
other similar groups are taken out of the 40.1 per cent, only 29.9 per cent 
are left. This figure is to be compared with the 26.3 per cent of all gain- 
fully employed persons in agriculture. The reason that a larger percentage 
of the population than of the gainfully employed persons is reported for 
agriculture is that the ratio of children to gainfully employed persons is 
much larger in the country than in the city, partly because of the higher 
rural birth rate, partly because so many young people migrate to our cities 
about as soon as they are old enough to go to work, either from our own 
farms or from farms in other countries. Immigrants are nearly all wage- 
earners, and nearly all of them go to work in the cities (see ‘1920 Cen- 
sus,’’ Vol. IV, p. 34; Vol. V, p. 894). 
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for the last 20 of these years, the rate was 5.7 per cent each 
10 years, and for the last 30 of them, 5.1 per cent, as compared 
with 4.0 per cent for each 10 years from 1850 to 1890. Since 
1920, on the new farm population basis, the shift has been at 
the rate of 8.0 per cent in 10 years, as compared with 5.1 per 
cent from 1910 to 1920. Thus the rate of urbanization is plainly 
accelerating. How far this shift will go is surely one of the 
most important questions confronting the nation. 

Considering the changes by areas throws some light on the 
question. Table 5 shows the shift from rural to urban between 
1910 and 1920 in a number of typical states. The greatest 
increases in percentage of urban population were in Michigan, 
Ohio, Illinois, and the other East North Central states. Many 
sections of these states are being rapidly industrialized. The 
New England states taken as a whole increased only 2.8 in 
percentage of population which is urban. This is because they 
were already very largely urban in 1910. The same situation 
prevails in large measure in the Middle Atlantic states. The 
Southern group of states, on the other hand, increased 5.3 per 
cent in percentage which is urban. Many sections of some of 
the Southern states are also being rapidly industrialized. 


TABLE 5.—SHIFT OF POPULATION FROM RURAL TO URBAN IN TYPICAL STATES, 
1910 To 1920 


Percentage urban * 


States 

1920 1910 
Massachusetits:. cet. ccc sche este cnn ee enema 94.8 92.8 
IN CK Gab ACO) oh. ARR he eect ti eS 5.0, cad each ons CHE Guo tears = 82.8 78.8 
OIG Re ss CE ne eee 63.8 55.9 
1M Bc) SWAN eater ae rears Pea, Seas OIG oy PRE sche ics hcl’ sen 61.1 47.2 
OWE tiactavs, «0.8 a 2b Gece eho tate Ce cee eee ce 36.4 30.6 
INEINTOSOUB sis). 5 sci Elona clertla A crete a ee 44.1 41.0 
North Dako tae. 3..ce nae soe ce ee ee ee 13.6 11.0 
EG EATUSEUS east ssn bis Sat a aa can tis geet eae ee 34.9 29.2 
Calton ay ia Gccrmieith oie eee ee 68.0 61.8 
IN Clay hal ope eto asta Re vec aa ooo on. 60.0 50.8 
NoutheGarolina sy... 4,\.25. cause ene s eae pests 14.8 
EA VATE UTLEY oe Ss, wks shee xealen Mees eae oe RRC Die, ies 
"LOX Wea T cote tic, vi NAcc awe ey Ree 32.4 24.1 


* In this table, the population of incorporated places of less than 2,500 is classe 


jor 


as rural, 
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It is also significant to compare the foregoing data with 
those of certain foreign countries, as in Table 6. These data 
must not be taken as at all accurate. The censuses of different 
countries are not taken in the same way, and it is not easy 


TaBLE 6.—PERCENTAGE OF PopuLATION URBAN, AND PERCENTAGE GAIN- 
FULLY EMPLOYED IN AGRICULTURE * 


Percentage 
Population | Percentage gainfully 
per urban employed in 
square mile agriculture 
IBS clovuimapeeran acti ae come 636 44 22 
England and Wales............. 649 78 di 
MAMAN (PROPEL) weitere ce cic Oe 395 40t chs 
TERA. 2c oc xa SOR Ra Ce Re Oe 329 40t 55 
(Cermany arene nae a tees oikecnse ese tes 328 65 35 
DVEO ZOLA Chee eae: ate tere iesere rere teeters 243 25 26 
Denmnrker pups. .mieedeteces cree oe 192 41 44 
EEE EE CO eeeolS claro iol alrsvs "el ovel 7% (meyers, ane 184 46 4l 
India a(GOtal)ixeccisG:0 stereeieee terior: 177 11 71 


* From a study made by Carl R. Arnold under direction of the author. Data are for 


nearest census year. 
+ Estimates based on scanty information. 


for an outsider. to find out how to interpret them properly. 
But no doubt the data in the table are roughly comparable. 
For most countries, percentage gainfully employed is a better 
measure of the importance of agriculture than percentage of 
rural. The reason for this is brought out in the ease of Eng- 
land and Wales. If only 78 per cent of the population of 


2See the author’s ‘‘Production Economics,’’? Chap. III, for further 
discussion of this topic. Henry Holt & Company, New York, 1926. 
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England and Wales is urban, then 22 per cent must be rural. 
But only 7 per cent are reported as engaged in agriculture. 
Many people in England and Wales live in the country, but 
work in adjoining cities or mines. This is almost equally true 
in Belgium, Germany, and other countries on the continent. 
On the other hand, in southern Italy and some other portions 
of the continent, many farm families live in small cities and 
travel to and from their farms daily. Only three countries, 
Belgium, England, and Australia, have a smaller percentage of 
their workers engaged in agriculture than the United States. 
Belgium produces only 60 per cent of its food supply, and 
the United Kingdom only half of its food supply. Germany 
with 35 per cent of its workers engaged in agriculture produced 
only 90 per cent of its food supply before the World War, 
and France only 93 per cent of it. The United States is able 
to produce all its agricultural products with so few workers, 
partly because it has a large area of relatively fertile agricul- 
tural land per capita, and partly because its workers use so 
much horse labor and farm machinery. Australia, a still newer 
country than the United States, shows the same effects in even 
more pronounced form. In the countries with greater density 
of population, the work on farms is much more largely done 
by hand and many more farm workers are needed per capita 
of the total population. 

The more machinery that is used on farms, the more workers 
who must live in cities and make it. Also the higher the scale 
of living of a people, the larger the percentage of the income 
that is spent for goods of the sort that are manufactured in 
the city. These are two additional reasons that so few people, 
relatively, live on farms in countries such as the United States 
and Australia. 

Let us now study several of these countries in more detail. 
Let us take first a highly industrialized country, like England. 
In an area not quite so large as Illinois, England (not including 
Seotland and Wales) supports a population of 36,000,000, nearly 
six times that of Illinois. This represents a density of popu- 
lation of 701 per square mile, as compared with 35 for the 
whole United States, 566 for Rhode Island, 479 for Massachu- 
setts, 141 for Ohio, 43 for Iowa, 9 for North Dakota and 4 
for Montana. The working population is distributed between 
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industries roughly as follows: industrial (including mining and 
transportation), 58 per cent; commercial, 14 per cent; domes- 
tic, 13 per cent; agricultural and fishing, 8 per cent; profes- 
sional and government and defense, 7 per cent. The rural 
population alone represents a density of 160 per square mile. 
Excluding those living in the country but not engaged in agri- 
culture, would still leave a degree of labor intensity in agri- 
culture much greater than maintains in the United States; but 
even this does not feed and clothe the large industrial popula- 
tion of England. Large quantities of food are, therefore, im- 
ported in exchange for thé manufactured products sold. The 
raw materials of many of her manufactured industries, particu- 
larly of her textile industry, likewise have to be imported. Her 
rich coal and iron deposits located in close proximity to each 
other have been and still are an important factor in her indus- 
trial development. Closely associated with this industrial devel- 
opment, although antedating it in importance, is England’s ocean 
shipping and foreign commerce. 

Let us take next a new country, one still newer than the 
United States. Australia was first colonized in 1788, a century 
and a half later than the United States. It has an area almost 
exactly the same as that of the United States, but a population 
of only 5,400,000, less than 2 per: square mile. Australia has 
developed rather slowly compared to the United States, partly 
because it is farther from Europe, partly because it has few 
harbors and navigable rivers, and partly because a large part 
of it is arid or semi-arid and lies in the hot torrid zone. Only 
about 15,000,000 acres of land are cultivated annually, as com- 
pared with 350,000,000 in the United States. The continent is 
rich in minerals, and 4 per cent of its income in 1920 was from 
that source. Agriculture represents slightly over half of the 
national income, and forests and fisheries 3 per cent. This 
means that about 60 per cent of the national income is from 
the extractive and genetic industries, as compared with prob- 
ably about 30 per cent for the United States. In 1921, Austra- 
lian manufacturers were employing only 387,000 persons, as 
compared with 12,818,000 in the United States. As time goes 
on, more of the population will be engaged in manufacturing 
and less in agriculture. Even between 1911 and 1921, the 
working population of Australia shifted from 28.4 to 31.2 per 
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cent industrial, and from 30,4 to 25.8 in extractive and genetic 
industries. 

Let us next pass to a very old country, but one which is 
still highly agricultural, namely India. Here 71.9 per cent of 
the people obtain their living by agriculture, as compared with 
less than 40 per cent in the United States. Probably 90,000,000 
persons are gainfully employed in agriculture as compared with 
11,000,000 in the United States. The land area of India is a 
little less than two-thirds of that of the United States. The 
density of population of the whole country is 177 per square 
mile; of the British province alone, 225 per square mile. About 
one-seventh of the land area is in forests, and about one-fifth 
in erops. The comparable fractions for the United States are 
one-fourth in forest and one-sixth in erops. Much of the in- 
terior of India is arid or semi-arid. What land is cropped is 
intensively farmed; 21.5 per cent of the cultivated land of 
India is irrigated. More rice is grown than all other crops 
combined. Wheat and cotton are next in importance. Al- 
though the census of occupations indicates that 6,000,000 or 
7,000,000 families are earning their living from manufacturing 
industries, the census of manufactures reports only 4,827 estab- 
lishments employing 50 persons or over. Industry in India 
consists mostly of hand trades, such as weaving, wood carving 
and metal working. 

The country of Europe which is most like India in balance 
of industries, is Spain. Over three-fifths of the workers of 
Spain are in agriculture, and only one-eighth in manufacturing. 
Fruit growing, relatively very important in Spain, is an inten- 
sive type of agriculture. Much of the interior has rather seanty 
rainfall. Wheat and barley are the principal field crops; sheep 
and goats the principal kinds of livestock. The sheep popula- 
tion of Spain is practically the same as its human population, 
and there are one-fifth as many goats as sheep. The manufac- 
tures are textiles mostly. The mines employ 1 per cent of 
the workers. The density of population in Spain is 109 per 
square mile. 

France is much more industrial than Spain, but is still more 
of an agricultural than a manufacturing nation. Only 46 per 
cent of the population is urban, as compared with 51.4 per cent 
in the United States. Manufacturing has been handicapped in 
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the past by a lack of coal. The principal manufacturing indus- 
tries are textiles and woodwork—nearly two-fifths of the indus- 
trial workers are employed in textile factories of one kind or 
other. Nearly one-fourth of the land is in crops. Wheat, oats, 
and potatoes are the principal field crops; but as much land 
is devoted to grapes as to potatoes. France has one head of 
cattle for every 3 in population, as compared with one for every 
1.7 of population in the United States. The density of popu- 
lation is 184 per square mile. 

Belgium with an area one-fifth that of Illinois has a million 
more population. Its density of population is 636 per square 
mile. Over 45 per cent of the land is in crops, but large 
quantities of food have to be imported. Belgium is a highly 
industrialized nation like England. The principal manufac- 
tures are iron and steel, glass, automobiles, artificial silk, linen, 
and hand-made laces. The country has a supply of coal to 
support heavy industries, like iron and steel, and an abundance 
of labor to support textiles and hand industries. 

Denmark, in contrast to Belgium, is largely an agricultural 
nation. In 1921, 59 per cent of the population was classified 
as rural, as compared with 48.6 per cent in the United States. 
Notwithstanding the fact that only about 350,000 are employed 
in factories, the density of population is 192 per square mile— 
slightly more than that of France. This is probably accounted 
for by the fact that Denmark’s agriculture is of the intensive 
livestock type. In 1922, Denmark had 1 head of cattle for 
every 1.3 of the population, as compared with 1.7 for the United 
States; and in addition 1 head of swine for every 1.7 of the 
population, as compared with 1 for every 1.9 for the United 
States. To feed all this livestock, considerable feed has to be 
imported. The exports are principally butter, eggs and bacon. 
Danish fisheries are also of considerable importance. 

Sweden has been in the past predominantly a rural nation. 
In 1849, only 11 per cent of its workers were engaged in manu- 
facturing. But at present almost half are in industry. Having 
a large supply of iron, but only a little coal of its own, Sweden 
exports a large quantity of raw iron ore. The census classifi- 
cation of population is 70 per cent rural, but this figure is 
somewhat deceiving, since many of the industrial workers live 
in the country. This is possible because manufacturing is 
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largely decentralized. Much of it is based upon the products 
of Sweden’s well-managed forests. Nearly 60 per cent of the 
whole area of Sweden is in forest. The other important manu- 
factures are machinery, electrical equipment, porcelain, and 
glass. Less than 10 per cent of the land is cultivated. The 
density of the population is 34 per square mile. 

If the United States ever became as densely populated as 
Belgium or even France, it would have a larger agricultural 
population than now, and possibly even a larger percentage of 
its population would be living on the land. Its mineral re- 
sources are enormous; but so are its agricultural resources, and 
as the population grew, it would find its land being farmed more 
intensively mostly by means of machinery, power, and fertilizer, 
but also to some extent in terms of labor, for there are many 
operations on the farm which cannot be reduced to a machine 
basis. But no increase in density would produce a balance of 
population in the United States such as exists in India and 
China, for these countries either have not the coal and iron 
and other minerals to support manufacturing, or they have not 
developed them. 

New countries like the United States, Canada, and Australia, 
that have minerals and timber as well as fertile lands, tend to 
expand industrially at a very early stage, almost as early as 
agriculturally. Fortunes are to be made from the exploiting 
of these resources. At a somewhat later stage, when the timber 
is gone, and the best of the minerals, agriculture may come to 
receive more attention again, especially if the world reaches a 
stage where food and textiles are scarcer in proportion to the 
population. 

The Industrial Revolution came to the United States while 
it was still sparsely populated, and it found the minerals, water- 
power and timber resourees necessary for its progress. It came 
to the Orient and to much of Europe after the population had 
expanded close to the subsistence point, with capital scarce and 
slow to accumulate, and hence made slow headway. It has only 
recently made a good start in Russia and Italy. 


AGRICULTURAL POLICY 


How much more will the agricultural population of the 
United States decline? This will largely depend, in the next 
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few decades, upon the relative efficiency of our agricultural and 
urban production. If our manufacturing maintains the advan- 
tage which it now enjoys in many lines over foreign manufac- 
turing, our cities will keep on growing faster than the country. 
Efficiency in agriculture has two opposing effects on rural 
population: on the one hand, it reduces the number of workers 
required, and on the other, it enables the agriculture of a nation 
to compete more successfully with foreign agriculture. The net - 
effect in most cases is to reduce the number of agricultural 
workers relatively. It is therefore entirely reasonable to expect 
the percentage of agricultural workers to decline below the 
probable 22 per cent at present. If cotton and corn are ever 
harvested successfully by machinery, the percentage will decline 
much below 20 per cent. And this without importing a larger 
percentage of our agricultural products than at present. If we 
were to become a great food-deficit nation, the percentage could 
decline even to England’s 7 per cent. But there is little chance 
that this will ever happen to the United States. It has too 
large a proportion of the fertile land of the earth within its 
borders for that. ; 

Changes of the same sort as the foregoing are taking place 
in other parts of the world. Even in Europe, farm machinery 
has been replacing hand labor. The cityward trend has been 
almost as pronounced in Denmark as in the United States dur- 
ing the past 50 years. But obviously it will not be possible to 
support the dense populations of most of these countries without 
supplementing machinery with a great deal of hand labor. In 
general, only an increase in efficiency of production faster than 
the increase in population can make possible a rapid urbaniza- 
tion. Any country rich in coal and iron which is content to 
import its food, will find its cities growing rapidly. 

It follows from the above that the policy which a nation 
adopts with respect to its agriculture may have an important 
influence in determining its importance. What has been the 
policy of the United States with respect to its agriculture in 
the past? With a view to determining this in an authentic 
manner, the author with the assistance of his graduate students 
undertook the task of scanning from this point of view our 
political history for the past 75 years, and in particular, of 
reading the messages of the presidents and reports of the com- 
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missioners or secretaries of agriculture since 1845. The results 
of this study are summarized under three heads: positive, nega- 
tive, and other influences. 

Positive Influences.—1. Vigorous encouragement of the rapid 
settlement of our publie lands, by liberal sales and homestead 
policies, by grants of land to railroads, by puble irrigation 
projects, ete. 

2. Further attempts to exploit our agricultural resources 
fully by introducing all manner of new plants and animals, or 
new varieties or breeds, that might thrive in this country. Im- 
portant examples of successful introductions are alfalfa, durum 
wheat, pima cotton, and probably sugar beets. The Secretary 
of Agriculture in 1863 listed 40 farm products not grown in 
the United States. All of which should probably be grown here. 
Included in the list were tea and coffee. All were probably 
tried one time or another. The first distributions of tea plants 
were made in 1859. In 1860, 32,000 plants were distributed. 
Between 1876 and 1885, $28,000 were spent upon a government 
tea farm. As late as 1898, Congress appropriated $1,000 for 
experiments in tea culture. In 1900, Secretary James Wilson 
stated that tea could be grown for 15 cents a pound in the 
United States, and sold at 30 cents, making a profit of 100 per 
cent. As late as 1904 and 1905, Sceretary Wilson was still 
urging tea and silk culture. The first mention of sugar beets 
was in 1864, in a statement that we were paying $100,000,000 
annually for imported sugar, and could grow it from sugar 
beets ourselves at one-half that cost. Sugar beets were pushed 
hardest in the days of Seeretary Wilson. In 1927, sugar from 
beets represented only one-sixth of our total consumption, and 
this with a tariff equal to more than half its price. 

3. Constant effort to check diseases and pests of plants and 
animals, to develop new breeds and varieties, improve cultural 
methods, ete. The report of the first commissioner of agricul- 
ture in 1848 stated that one purpose of his department was ‘‘to 
make two blades of grass grow where one grew before.’’ 

4. Encouragement of, first, education in agriculture, then 
research, then extension. Few countries have done more of 
these things, even in proportion to their size, than the United 
States. 

5. Only recently, mostly in the last 15 years, development 
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of marketing services of all kinds, including inspection, grading, 
market news, ete. Also research in the field of marketing, and 
recently some encouragement to cooperative marketing. 

6. Developing foreign markets for farm products. This was 
an important activity in the days when American products were 
being discriminated against in Europe, and has become impor- 
tant again of late. 

7. Within the last 12 years only, improved eredit facilities 
for agriculture. 

8. Since Harrison’s administration, tariffs on some farm 
products, frequently without regard to whether they would be 
effective or not. The Democratic party has usually removed 
these duties or lowered them when in power. 

9. Unrestricted immigration until recently, which greatly 
hastened the development of our agricultural area from 1840 
to 1900, particularly. 

10. Recently, greatly improved mail and road facilities. 

11. Promotion of industry, while decreasing the percentage 
of the population which is rural, has increased it absolutely. 

Negative Influences.—Following is a list of policies which 
have had an opposite effect on agriculture: 

1. Heavy import duties on manufactured products. No na- 
tion has ever gone in for stimulating urban industries on so 
vigorous a scale as has the United States. The duties now 
generally average around 40 per cent of the value of what few 
manufactured goods are imported. Coupled with this, most 
raw materials of manufacturing have come in duty free, even 
though they compete with domestic farm products in some eases. 
Hides, and Egyptian staple cotton are cases in point. All of 
this was done in the beginning to give our infant manufactur- 
ing industries a chance to get started. We were a largely 
agricultural nation, and thoughtful people agreed that we would 
all be better off if we diversified. But we allowed the infant 
to grow so strong that it has overmastered us. The effect has 
been to penalize agriculture by making farmers pay higher 
prices for what they buy, while the protection they are receiving 
on their farm products is adding little to offset it. The pro- 
tected industries take labor away from the unprotected ones 
and the exporting ones, until only the more efficient units of 
these are left producing. The farmers who are near the margin 
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are crowded out just as are the marginal city producers in 
unprotected industries. More of them do without hired labor 
and farm less intensively. Our attention is frequently called 
to the fact that our middleman margins are about the highest 
in the world. The middlemen tell us that their margins are 
high because their costs are high. These are high because 
middlemen must compete with protected industries. The same 
analysis applies to railroad rates. This, of course, is merely 
one of the ways in which a manufacturer’s tariff subsidy is in 
considerable part shifted to agriculture. 

The whole effect of this set of circumstances is a consider- 
ably smaller volume of agricultural production and agricultural 
population than we otherwise would have, and also as will be 
explained later, lower farm incomes and rural standards of 
living. 

2. During this same period of increasing protection for city 
industries, tremendous incentives to rapid exploitation of our 
rich mineral and timber resources. No other nation has ever 
cast its natural resources as wantonly as we to the first comers. 
We did have a few rules or laws supposed to regulate such 
matters, but until Theodore Roosevelt came along with his ‘‘big 
stick,’’ nobody gave much heed to them. The raw materials of 
this exploitation gave us the means wherewith to underbid the 
world with our products. 

3. Incidently, the rapid depletion of our forests gave us a 
vast area of cutover land now lying desolate or turning slowly 
into second growth, and supporting no population whatever, 
which if developed slowly and wisely would have supported a 
considerable population that would have combined farming with 
timber work. 

4. Transportation rates in this country have probably been 
made to favor large established city centers at the expense of 
small centers. A system of rates set up on the basis of decen- 
tralizing industry would probably also give us more people 
living on the surrounding farms. 

5. Our liberal corporation laws, permitting an almost limit- 
less amount of capitalization of expectations and stock watering, 
have stimulated city expansion. The very corporation itself, 
even if kept rigorously within the proper bounds, is a great 
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incentive to city enterprise. The farming type of business has 
nothing to equal it. The corporation is not suited to it. 

6. Our tax system has in effect subsidized industry and 
commerce at the expense of agriculture. Professor Warren in 
his “‘Agricultural Situation’’ takes the following figures from 
the reports of the National Industrial Conference Board, a 
manufacturers’ organization : * 


PERCENTAGE OF INCOMES Pain As TAXES 


1913 1919 1922 


MATIN CTS 5 4 tye hee ret ties 10 8 14 
AM ObErS:.o 28 ccc eee 6 13 ial 


With the further reduction of income taxes that has come since 
1922, and the rise in city incomes, the percentages by now are 
about back to their 19138 relationship. The farmers will con- 
tinue to bear more than their share of taxes until more of them 
can be collected as other than general property taxes. 

7. Probably after 1860, unrestricted immigration favored 
city growth more than it did country growth, since more of the 
immigrants remained in the cities. 

8. Lastly, in a period when urban industry is being con- 
sciously stimulated, and it is responding splendidly to the treat- 
ment, all eyes are focused upon it, and agriculture is neglected. 
It is assumed that it can take care of itself, and this assumption 
continues long after the fact. 

Other Influences.—Let us under this head include some influ- 
ences which are not in themselves matters of policy, but which 
nevertheless have been adverse to agriculture. They are part 
of that which we call ‘‘the nature of things.’’ 

1. That irregular succession of ups and downs of the price 
level, sometimes carelessly referred to as the ‘‘business cycle,’’ 
has especially affected agriculture. In the nature of things, the 
farmer can contract his business very little when the depression 
comes. Deflation generally bears harder on the farmer than 
on the business man. 


3 Page 39. 
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2. Readjustments between city and country probably take 
place slowly, even in highly disturbed periods like the last 10 
years. If there were no lag in these readjustments, rewards 
in city and country would always be equal. Enough people 
would at onee move in either direction to equalize rewards 
exactly. Since the changes required have nearly all been in 
the direction of requiring more people to live in the city, the 
lag in readjustments has constantly favored the city and, hence, 
city rewards have constantly been higher. Added to this is the 
effect of the rapid increase of the rural population, making 
necessary an annual movement to the city of several hundred 
thousand. A vast amount of human inertia in the aggregate 
must be overcome to get this many people to leave home and 
go to the city. 

8. In the nature of things, the small, isolated farm unit is 
not in a position to realize most of the opportunities of large- 
scale production, such as large-volume buying and selling, sci- 
entific analysis of tasks, experimentation to improve methods, 
and differentiation of tasks which provides degrees in jobs all 
the way from roustabout to general manager. 

4. For similar reasons, farmers as independent-acting units 
are weak in bargaining power when it:’comes to buying and 
selling. They generally use poor judgment also in choosing 
when to sell. They have not had in the past and do not have 
yet, except in a few isolated instances, the organization neces- 
sary to put them on a basis of equality with the city in this 
respect. 

We must all admit that the nation has done many things 
for its agriculture. But the point is that it has done much 
more for the city, and farming is of such a nature that it needs 
to have vastly more done for it than the city if it is to maintain 
equality with the city. The saying that there is no greater 
inequality than the equal treatment of unequals is all to the 
point here; and yet we have not even treated agriculture as well 
as we have the city. 

The conclusion, therefore, is that our national policies have 
favored the city more than the country. The result has been, 
first, to give us a larger percentage of our population living in 
the city; and second, better incomes in the city than in the 
country. If the farm people moved to the cities the moment 
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that city incomes were a trifle higher, their incomes would al- 
ways be the same in the two places. But they do not, and the 
result is lower incomes in the country. It may also have given 
us in some sections an adverse selection of people for farm 
work and country life. If so, this, in turn, has lowered the 
earning power of the farm population. 

Differences in incomes between city and country not only 
determine the amount of money which families can spend on 
their living, but also the amount of taxes that ean be raised 
for education, roads and other local improvements. 

And differences in incomes by no means tell the whole story. 
A considerable part of the quality of living has to do with sueh 
things as nearness to good schools and churches, libraries, doc- 
tors, social clubs, and, most important of all, good stores; also, 
with opportunities for recreation, sociability, and inspiration 
and leadership; and the satisfaction that one gets from one’s 
lifework. Quality of living is in large part based upon the use 
made of time and energy outside of the regular work. This 
is especially true for the women and children of the family. 
In the nature of things again, some of these things are more 
difficult to provide in the country than in the city. Distance 
is such an important factor in the country. Country people 
really need good roads far more than city people need good 
streets—that is, if they are really to live—because they dwell 
so much farther apart, and so much farther from schools, doc- 
tors, and stores. It is in the matter of education that our 
neglect of the country has been most real. We need only to 
compare our rural education system with that of Denmark to 
see how we have failed in our duty. 

Is it time for the nation to change its policy with respect 
to its agriculture? The question as to whether the nation is 
better off with more of its people living on farms is not without 
its pros and cons. It is a question which has been argued as 
far back as literature reaches. In the period from 1600 to 1750 
in Europe, the prevailing political philosophy, now called 
‘‘mereantilism,’’ glorified commerce and manufacturing at the 
expense of agriculture. The rdle of agriculture in the nation 
as seen in those days was to produce an abundance of cheap 
food and raw materials for the cities, the raw materials to he 
made up into manufacture to feed the foreign commerce of the 
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nation. The Mereantilists were followed in France by the 
Physiocrats, and in England by Adam Smith, both of whom 
put agriculture at the top as contributing most to the wealth 
of the nation. The Physiocrats went so far as to say that the 
farmers were the only real producers, that manufacturing and 
commerce yielded no ‘‘net product,’’ merely transforming the 
goods produced by agriculture or transferring the title to them. 
We still have men among us—important figures in public life 
—who hold ideas not far removed from these simple ideas of 
the early economists. The sane view, however, is that manu- 
facturing and trade are as essential to human welfare as is 
agriculture. It is true that a population wholly agricultural 
could eke out some kind of an existence ; but it would be a rather 
small population, or a miserable existence, and probably both. 
It takes all the manufacturing and all the commerce that we 
now have to support our present population with its present 
high seale of living. At the beginning of the nineteenth cen- 
tury, when Malthus advanced his famous law as to the tendency 
of the population to multiply faster than the food supply, 
Europe was looking gloomily forward to an era of population 
pressure. But in the next hundred years, the population of 
Europe grew from 180,000,000 to 400,000,000; and the seale of 
living rose at the same time. The principal factor in the change 
was the Industrial Revolution, which converted manufacture 
from a hand to a machine basis, and developed transportation 
and trade to go with it. A much larger part of our present 
eost of living is made up of values contributed by manufac- 
turing, trade, and transportation than of values contributed by 
agriculture. Life would be a poor thing indeed with only that 
which agriculture contributes to it. It is only a naive bit of 
primitive logic that reasons from the fact that we would all 
starve if we did not have food, to the conclusion that agricul- 
ture is the most vital or ‘‘essential’’ of all industries. 

To be sure, agriculture isa basic industry; basie in the 
sense that it provides the raw materials of food and clothing 
manufactures. So are forestry and mining basie industries— 
they, too, provide the raw materials of manufactures. The term 
‘‘basic’’ applied to an industry suggests to too many people the 
idea that it is more essential than others. In modern complex 
society, almost all industries are essential. Let any one of the 
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major industries of a nation suffer an eclipse and all will be 
affected. It is not agriculture that is responsible for England’s 
plight today, but manufacturing and mining. 

There is, of course, a certain military argument about agri- 
culture and the food supply. A nation whose distribution of 
national resources is such that, left to themselves, its people 
will develop a larger manufacturing population than can be fed 
in wartime, needs to give heed to such a possible emergency and 
prepare for it. But the United States needs have little fear 
on such a score. It will always be a food-exporting nation, for 
the simple reason that it contains within its borders so large 
a proportion of the best food-producing lands of the earth. If 
population pressure abroad ever increases the demand for food 
and raises its price, it will export more food than now. Only 
a very small increase in price will be needed to induce all the 
increase in food production that any probable future population 
of the United States will need. 

Then there is the argument that the country is a healthier 
place than the city in which to live, and that, therefore, we 
ought to keep as many as possible of our people living there. 
No doubt the argument is sound—potentially. But until the 
rural districts are better provided with physicians and dentists 
and hospitals, and with water and lighting and sanitation, it is 
doubtful whether the supreme natural advantages of life in the 
open air and sunlight and free from the noise and dust of the 
cities are not outweighed. 

Then there is the political point of view, which is to the 
effect that the manufacturing and commercial classes will pres- 
ently outvote the farmers, and manage affairs to the detriment 
of the farmers. The first answer is that this is being done 
right now, but the reason for it is that the farmers are helping 
them do it. Numbers do not count unless they are mobilized 
and intelligently led. There never will be a time when the 
political strength of the nation will be divided clearly into two 
camps—the farmers against the rest of the nation. The conflict 
is always between a large number of interests, and, in this con- 
flict, the farmer interest will always be a powerful one if it is 
organized and knows what it wants and ought to have. 

If a second answer is needed to this political supremacy 
argument, it is that the farmers are going to be in the minority 
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in the country anyway no matter what they do—urbanization 
cannot possibly be checked enough to save them—and that, 
therefore, they must learn to operate as a minority group. 

We have been told many times that a farming population 
is necessary to keep our ship of state from grounding upon 
the rocks of industrial radicalism. Walt Mason onee pictured 
the state of Iowa in a cartoon as an old farm nag plodding 
steadily up the road and wearing a very large pair of blinders. 
Recent events would seem to indicate that Iowa farmers are no 
longer wearing blinders. The time will soon come when our 
farmers will be as accessible to new ideas as is any group in 
the nation. That is exactly what rural mail delivery, automo- 
biles, and the radio mean to our country people. The com- 
mercialization of agriculture points in the same direction. 
Nevertheless, ownership of land, like ownership of any other 
property, does make for stability in a people, and a nation half 
of farmers is likely to ride on a more even keel than a nation 
one-fifth of farmers. 

There is enough validity to the foregoing arguments to make 
a nation want to keep itself predominantly rural if i can be 
accomplished without much sacrifice of the financial well-being 
of either city people or country people. We can go so far as 
to say that some measure of pecuniary advantage should be 
sacrificed in favor of keeping a country rural to a considerable 
degree. In other words, a nation can afford even to burden the 
city industries a little and subsidize rural life. 

There seems to be a tendency in many people’s minds to 
confuse the quantity of agriculture with its quality. They think 
that a relatively unimportant agriculture must mean a poor 
agriculture. England is the best example of this. Just because 
her agriculture has fallen far behind her industries and com- 
merce in volume, may even have declined absolutely as well as 
relatively, many people are disposed to assume that her agricul- 
ture is poor and her rural folk degenerate. Yet where on the 
continent of Europe will one find a larger proportion of the 
farmers prosperous and independent than in England in the last 
25 years? The time may come in the United States when only 
one-sixth of our people live in the country. But there is nothing 
in this fact to indicate that this one-sixth will not be more pros- 
perous and of better quality than our present one-fourth. 
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This leads to the next question as to whether the -rate of 
migration to the cities may not be too rapid. There is a com- - 
mon belief that the cities are taking the best of our farm people. 
A broad national point of view on this question is that if their 
opportunities for useful work are greater in the cities, that is 
where they should be. The nation cannot afford to have prom- 
ising young men and women remain on farms for love for agri- 
culture or any other reason, if they can fill a more important 
need elsewhere. The most recent studies by rural sociologists 
indicate that those who leave the farms for the city are prin- 
cipally of two types—those who do not get a foothold in the 
country because too incompetent or lazy or shiftless and un- 
stable; and those of outstanding ability and ambition who see 
a better future in the professions or business. There apparently 
is also a group at the bottom too poor or too weak or too old 
to get out of the country. This leaves for the country for the 
most part a middle-class group, comparable to the middle class 
in the cities. No doubt farming on a modern family farm is 
a middle-class occupation. It is entirely possible, however, for 
migration out of a district to be so rapid that it takes many 
of middle-class ability as well as those of superior ability, 
and leaves behind a rural population largely of old people and 
those too poor or too shiftless to migrate. This certainly has 
happened in some sections, and may well happen to a degree 
whenever and wherever migration is notably hastened as at 
present. This, therefore, may be a valid argument in favor of 
checking the present rate of migration to cities. 

The strongest case in favor of raising the incomes and scale 
of living of farm people is the simple and obvious one that if 
the objective of national policy is to improve human welfare, 
then it ought to begin with those groups of the population whose 
welfare is distinctly below the general level, which surely would 
include much of agriculture at present. The mere numbers in 
the agricultural groups make it highly important that their wel- 
fare be promoted. The farm population of the United States is 
at present suffering from important deficiencies in the matter 
of health, housing, and education that the nation cannot afford 
to tolerate. The foregoing statement is made in full conscious- 
ness of the fact that the farm population of many areas is living 
on a distinctly higher plane than are the inhabitants of many 
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quarters of our large cities. But there are slums in the country 
- too. Obviously, it is important that the poorest sections both 
in the city and the country be helped most. 

An important aspect of the foregoing is that the farms are 
now rearing a large proportion of the future populations of our 
cities. Raising of the migration barriers has made this more 
true now than formerly. It is doubtful if from now on the 
cities of the United States would keep up their numbers if they 
had to depend on their own stock. 


OBJECTIVES 


The choice which the nation needs to make with respect to 
its agriculture, therefore, does not lie, except in the very short 
run, between a low level of income for its farm people and a 
high level. Migration to the city will presently see to it that 
the two levels are brought rather closely together, except in 
the overpopulated submarginal isolated areas, which will con- 
tinue to be country slums for a generation or two unless vigor- 
ous efforts are made to open them up to the world. The choice, 
instead, is between having a relatively small proportion of the 
population living on farms, and having a somewhat larger pro- 
portion living there; and accompanying this, between having a 
rapid and having a moderate migration from farm to ecity in 
the next 10 to 25 years; and between having a somewhat slowly 
rising scale of living on our farms in this same period, and 
having one which overtakes the seale of living in the cities con- 
siderably more quickly. 

The foregoing analysis had made it clear that the choice lies 
with the second of these alternatives in every case—very strongly 
with some of them—especially the last one. The objectives of 
national agricultural policy should, therefore, be: first, to hasten 
the improvement in the rural scale of living; second, to check 
the present rapid rate of migration to cities; and third, to main- 
tain a somewhat larger proportion of our population on the 
land than otherwise would be the case. The approach to this 
problem is to raise incomes and scale of living. No effort to 
check migration to the cities until incomes and living are im- 
proved can hope to succeed; or should succeed. The scale of 
living can be improved temporarily without increasing incomes; 
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but it will have to come out of capital—as it has been doing 
since 1921. At present, therefore, incomes must receive atten- 
tion first. There have been times in the past when the scale 
of living needed attention most—but not just now. 


CHAPTER III 
RELIEF PROGRAMS * 


We shall talk more intelligently about possible programs of 
farm relief if we first obtain a clear understanding of the differ- 
ent forms which economic activity and control of it take in 
modern society. The charge of bureaucracy has been leveled 
at much of what has recently been proposed as aid to agricul- 
ture. Cooperative and individual action have in turn been 
exalted by the various interests opposed to ‘‘bureaucratic’’ 
methods. Let us step back from the world of affairs for a 
moment and look at it objectively and from a distance, as one 
might look down upon a busy ant-hill, and see if we can define 
and classify the various forms of economic functioning. 


MODES OF ECONOMIC FUNCTIONING 


The first impression we get.is that human activity is largely 
individual; that, in general, men are trying to do things for 
themselves and by themselves. If we watch closely, we shall 
discover that they very much like to do things that way, and 
that they resent it when they are interfered with in so doing. 

Second, we shall quickly discern that although individual 
action seems to predominate, there is a large amount of asso- 
ciated effort; that men are also organized into various sorts of 
informal or formal groups of individuals, all having a certain 
common end or ends, and that in seeking these ends, they organ- 
ize the work to be done, assign different tasks to different mem- 
bers, and subordinate narrow, selfish preferences for the benefit 
of all. These groups or associations also seem to object when 
their freedom of action is cireumyented. 


1 Acknowledgment is hereby made to the American Economic Review 
and the Cooperative Marketing Journal for permission to republish some 
parts of this chapter. 


62 


RELIEF PROGRAMS 63 


Third, we shall observe a considerable volume of activity 
which is carried on by governments—protection of life and 
property, public sanitation, education, roads, mails, publie utili- 
ties often. 

Fourth, we shall find that governments are attempting to 
eurb and control and otherwise modify the activities of both 
individuals and groups in spite of whatever objections they may 
have to it. They make people send their children to school, 
and they prescribe definite grades. They make it advantageous 
for producers to have their produce inspected at the shipping 
point; they try to get farmers to adjust their production to 
market conditions. 

It will simplify our further discussion if we can give to 

each of these four ways of doing things, these ‘‘four modes of 
economic functioning,’’ an appropriate name. The first one 
discussed is the individualistic—in its extreme form, anarchistic. 
The second is associationistic—in Europe, called syndicalistic. 
The third is socialistic, and the fourth has been known for 
several centuries as mercantilistic. In its milder forms, it is 
better called paternalistic. 
_ At the bottom of each of these modes of functioning there is 
a philosophy, that is, a set of ideas about it and its place in 
society. The essence of the individualistic philosophy is: let 
the individual do it; of the associationistic philosophy, let the 
association do it. The association may be a cooperative, an ordi- 
nary corporation, a labor union. The essence of the socialistic 
philosophy is: let the state do it, and of the mercantilistic 
philosophy, let the individual or the association do it, but have 
the state control them. There have been schools of thinkers in 
their time who have glorified each of these four philosophies, 
who would have society operate almost wholly according to some 
one of them. The individualistic philosophy, in recent history, 
had its widest acceptance in the latter part of the eighteenth 
and nineteenth centuries. The great economist, Adam Smith, 
whose ‘‘ Wealth of Nations’’ was published in 1776, was a great 
expositor of the advantages of such a society. He believed that 
people as a whole prospered most when each individual is al- 
lowed to pursue his own selfish ends. 

But Adam Smith’s individualism soon broke down in Eng- 
land. Factory acts curbing the power of employers of labor 
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began to be passed before 1850. And one of England’s great 
modern economists, John Maynard Keynes, recently published 
a book ealled ‘‘The End of the Laissez-faire’’ (laissez-faire 
being the French term meaning individualism). Theodore 
Roosevelt’s ‘‘Bull Moose’’ platform in 1912 probably repre- 
sented the farthest retreat from individualism thus far seen in 
the country. Our present Republican party is avowedly indi- 
vidualistie in its philosophy, but it nevertheless has supported 
some rather strenuous control measures—the Grain Futures Act, 
the Packer and Stockyards Act, the Capper-Haugen cooperative 
marketing bill, the Jardine farm-relief bill. Modern economic 
society brings many people closely together so that they can do 
each other much good or much harm. Hence even the most 
old fashioned are willing to accept a large measure of public 
control as necessary. You will remember, however, that the 
Child Labor Amendment was defeated by an appeal to indi- 
vidualism. 

Associationistie philosophy has been earried by some thinkers 
to the point of advocating a society made up solely of organized 
groups, each working for its own ends—like Adam Smith’s 
notion except applied to groups rather than to individuals. 
With most exponents, this philosophy takes the milder form of 
urging a large measure of group action and opposing publie eon- 
trol which interferes with this. Thus, the labor unions oppose 
compulsory arbitration; the cooperatives in the United States 
opposed the Capper-Haugen cooperative marketing bill, and 
most of them at the start opposed the MeNary-Haugen bills. 
It is clear that groups may easily carry selfish interests to the 
point of defeat of the public weal; labor unions by restricting 
output; producers’ associations by control of the output or 
price. Also different groups may come into conflict with each 
other just as do the individuals. 

The advantages and disadvantages of publie operation are 
too commonly recognized to require discussion here. The sphere 
of government operation is slowly being enlarged as govern- 
mental efficiency is increased. 

The mercantilism of the present day is seldom as extreme 
as in the times of Queen Elizabeth, and Colbert in France. 
It is more properly ealled ‘‘paternalism.’’ It takes the form of 
assisting individuals and groups rather than dictating to them, 
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The inspection, grading, and market-news services of the Depart- 
ment of Agriculture are good examples of it. Sometimes it goes 
so far as to inspect and license, as the Capper-Haugen bill pro- 
posed for the cooperatives. The outstanding example of mer- 
cantilism in the United States is its protective tariff system, which 
attempts to direct production into certain lines by subsidizing 
the producers in them with higher prices. 

It should be clear by this time that economic society will 
always present a mixture of these four modes of functioning. 
Progress in modern society must include an increasing amount 
of modification or curbing of individual action. But such modi- 
fication is useful only when along the right lines and effectively 
carried out. This means that better machinery is needed for 
controlling and guiding and influencing it. Progress in modi- 
fying individual action for the common good therefore depends 
upon progress in improving the machinery for it. The machin- 
ery is of two sorts—governments, either to operate or to control 
and guide, and associations, with somewhat different ends and 
different methods. It is equally clear that governmental effi- 
ciency is increasing altogether too slowly to meet the needs of 
the situation. Moreover, it is unfitted to cope with many of 
them. Hence, any progress along the lines of associated effort 
is greatly to be welcomed as a supplement to governmental 
progress. The two working together can gradually build us a 
social organism in which man shall fulfill his glorious destiny. 

Associated effort takes many forms ranging all the way from 
the informal working together of a few persons to our large 
corporations and combinations. The objective may be anything 
from raising a barn or selling cotton to profitable investment 
of funds or large profits in a corporation. There may be no 
formal organization whatever—merely the unconscious ac- 
ceptance of somebody’s leadership, as when a group assembles | 
for emergency action. Or at the other extreme, the modern 
corporation, in which the individual members virtually may have 
yielded control to the officers of a highly formal, highly legalized 
organization. Certain of these forms of associated effort we 
have come to eall ‘‘cooperative.’’ In general, we do not call co- 
operative those organizations in which a high order of control is 
vested in the governing body. We have set up a considerable 
measure of democratic control as essential to cooperation. The 
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pressure from the operating group in a cooperative is to give 
more authority to the central board, to give it power to enforce 
erade specifications, to force delivery when it is wanted, to 
buy and sell entirely at its own discretion, ete. This centralized 
control is the essence of the type of cooperatives that Mr. Aaron 
Sapiro has always labored to establish. The membership is in- 
clined, however, to insist upon retaining a considerable measure 
of control. Somewhere between the two extremes of strong 
central control and strong membership control lies a degree of 
democratic control beyond which cooperation, as we understand 
it, ceases to exist. It is entirely possible for the centralization 
of power to be pushed to the point where little cooperation is 
left. Where this point is, no two would agree. 

The other differentiating principle which has been set up 
relates to the objective. It is usually stated that a farmer’s 
selling organization must have one objective—to sell its product. 
Improving the quality of the product is interpreted as an impor- 
tant incident to the good price. If the primary objective were 
instead to obtain a good dividend on capital stock, it would no 
longer be a cooperative. Even if this were only a secondary 
objective, as it is in many farmer’s elevators in the Middle 
West, we would say that the cooperative principle was badly 
twisted. Similarly, a buying cooperative has buying good mer- 
chandise at a low price for its objective; an insurance coopera- 
tive, the providing of sound insurance at a low cost. It is 
conceivable that securing a good return on surplus funds by 
investing them safely and wisely, as this is supposedly done by 
the modern investment trust, might become a cooperative objec- 
tive. In this case, low rates to the users of these funds would 
be a conflicting objective. In general, there cannot be two con- 
flicting objectives; and yet the credit associations of Europe, 
and proposed cooperative banks in the United States, attempt 
to reconcile reasonable rates to both lenders and borrowers of 
funds. No one would say that such an arrangement could not 
be truly cooperative. And reasoning along similar lines, farm- 
ers in grain territory might agree that reasonable rates of 
return on surplus capital and reasonable prices for grain might 
both be the cooperative objectives of one organization. Hence, 
differentiation in terms of objective alone will not suffice. 

In fact, it takes a combination of the two above differentiat- 
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ing principles to define what we have come to understand as 
cooperation in agriculture. There must be a reasonable measure 
of democratic control by and in the interest of those who fur- 
nish the business of the association. The latter phrase is only 
another way of referring to the fact of the objectives. The 
business of the association may involve more than one objective, 
although ordinarily not in any important sense. Even the fore- 
going statement does not provide any clear-cut distinction be- 
tween cooperation and the other forms of associated effort. 
Cooperation is a matter of degree. The cooperative element in 
an enterprise weakens, first, as democratic control gives place 
to centralized control, and secondly, as conflicting interests enter 
and objectives become confused. 

In the matter of centralized control, particular attention 
must be given to the way in which authority is delegated to 
the central board. Every working organization must have a 
central authority with power to act. On paper, at least, it 
derives that power by vote from the membership. The essence 
of democratic control les in constant reference of important 
matters to the membership and direct responsibility to it. Large 
freedom of action by the governing board is contrary to demo- 
eratic control, even though it is voted by the membership, and 
especially if it is provided for in by-laws or membership con- 
tracts. 

If space permitted, the writer would find it interesting to 
consider next in detail the special conditions of agriculture in 
the United States as they relate to the different modes of eco- 
nomie functioning. Instead, he will have to be content with 
pointing out a number of special limitations growing out of, 
among other things, the size of the operating unit, which make 
it highly needful that some form of governmental or associated 
effort be called in to supplement individual effort. It is not 
necessary to take time to discuss these. Most of them are fa- 
miliar friends: 

1. Too small a volume of product per farm— 

a. For economical physical handling. 

b. For advantageous sales contracts. 

c. For securing monopoly advantages of special quality 
through branding and advertising. In the manufacturing world, 
each producer’s major effort is to turn out a product different 
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from everybody else’s, if not better, and to convince the public 
that it is better. To the extent that he succeeds, he enjoys 
monopoly advantages from it. This is possible only to a very 
limited extent with individual farms. 

d. For securing skilled salesmanship, adequate market infor- 
mation, understanding of market forces and prices. The indi- 
vidual farmer cannot himself be expected to qualify in this 
respect, nor can he individually hire one who does. 

e. For effective standardization of the product. 

2. Only in occasional instances do farmers enjoy the mo- 
nopoly advantages of location, that, for example, merchants on 
good corners enjoy. An exception in these modern times is the 
farmer who has a good location for a roadside stand. Milk pro- 
ducers near to large cities may even be at a disadvantage due to 
location because they are likely to have no other sales outlet. 

3. Farmers do not have the advantages of patent protection 
on their products. 

4. They cannot make exclusive sales contracts and control 
the price of their products clear through to the consumer. 

5. They are not able to protect the quality of their products 
clear through to the consumer. 

6. The flow of farm products to market is erratic because— 

a. Of a large number of units acting more or less alone; 

b. Of uneven production due to weather, pests and diseases; 

c. Of uneven production due to shifts in production. 

7. Production does not adjust itself easily to changing eco- 
nomic conditions as in manufacturing. 

8. Small volume of production makes it difficult for individ- 
ual farmers to employ power and large-seale equipment econom- 
ically in production, to use high-quality sires, to introduce 
improved methods, to carry on investigations looking to improved 
methods, and otherwise to realize.the advantages of large-scale 
production, 

9. Individual farmers are similarly handicapped in their 
buying, in securing credit and insurance, and in other similar 
services, 

10. Roads, schools, protection of health, police and fire pro- 
tection are more expensive to maintain—so expensive in relation 
to available resources that they are not adequately provided in 
most areas. 
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Without argument, we will agree that government operation 
is likely to succeed best with some of these lines of activity, 
notably schools, health, and fire and police protection—even 
though it may provide for them inadequately. Governmental 
control or aid is necessary in the matter of grading, inspection, 
and market-news service, and many other lines. It may be 
especially needed at this time in order to raise the level of farm 
incomes as quickly as national welfare dictates. But many of 
the limitations of agriculture will best be overcome by some form 
of associated effort. Looking at it as a matter of a couple of 
hundred years, agriculture is surely working toward forms of 
associated effort which will overcome, in large part, if not wholly, 
all the foregoing limitations—which will put it upon a plane of 
equality with urban society in nearly all of the above respects. - 


RELIEF ACTIVITY 


With this as a foundation, let us pass in review the efforts 
to improve the condition of agriculture that have accompanied 
the recent agricultural depression. Following is a chronology 
of the more significant events. The numbers of bills are given 
for convenient reference in the Congressional Record. 

This list does not include the activities of the established 
agencies, such as the United States Department of Agriculture, 
the state departments of agriculture and marketing, and the 
land-grant agricultural colleges and experiment stations, all of 
which are highly significant in the aggregate. All of these have 
turned their energies more than commonly to immediate problems, 
recognizing the urgency of the situation. Some of the activities 
of these agencies, such as the issuance of the Outlook Reports 
of the Department of Agriculture, deserve a place as special 
events in the following outline: 


1920 


December—Fordney emergency tariff bill (H. R. 15275), increasing duties 
on farm products, introduced Dee. 20, 


1921 


‘January—War Finance Corporation revived for purpose of ‘‘assisting 
in the financing of the exportation of agricultural and other prod- 


70 AGRICULTURAL REFORM IN THE UNITED STATES 


ucts’? (8. J. Res. 212). Loans to cotton cooperatives mostly begin- 
ning in July, 1921. 

March—Emergency tariff vetoed by President Wilson, Mar. 3. 

April—Capper-Volstead Act (H. R. 2373) authorizing association of agri- 

cultural producers introduced Apr. 11. 

Emergency tariff bill (H. R. 2435) reintroduced Apr. 12. 

May—‘‘ Agricultural bloc’’ in Senate organized May 9. 

June—Emergency tariff act signed by President Harding, June 27. 

—— Fordney-McCumber Tariff Act of 1922 (H. R. 7456) introduced 
June 29. 

August—Packer and Stockyards Act (H. R. 6320) passed Aug. 15. 

Grain Futures Act (H. R. 5676) passed Aug. 24. 

—— Agricultural Credits Act (S. 1915) broadening powers of War 
Finance Corporation to include loans to rehabilitate agriculture, 
passed Aug. 24. Extended later to end of 1924. Total of $297,000,000 
loaned for such purposes. 

December—Commission of Agricultural Inquiry reported findings to Con- 
gress, Dec. 6. 


1922 


January—National Agricultural Conference called by President Harding 
on Jan. 23-27; invitations sent to 300 farmers and farm owners, 75 
farm officials, and 64 agricultural business men. 

February—Capper-Volstead Cooperative Act signed Feb. 28. 

April—Tariff Act reported from Senate committee, Apr. 11. 

September—Tariff Act of 1922 passed Sept. 21. 


1923 


August—Federal Intermediate Credit Act (H. R. 4280) passed Mar. 4. 

December—Norbeck-Burtness bill (H. R. 4159) introduced, providing credit 
to farmers to enable them to diversify. Approved by President Cool- 
idge in address to Northwest Agricultural Conference, February, 1924, 


1924 


January—First surplus bills introduced on Jan. 16 in Senate by MeNary 
and in House by Haugen (see description in Chap. VIII). 

February—President calls Northwest Agricultural Conference in Washing- 
ton, Feb. 4, out of which grew the Agricultural Credit Company with 
$10,000,000 of capital stock, which gave aid to banks in the North- 
west. 

March—Tariff on wheat raised from 30 to 42 cents per bushel on Mar, 7. 

April—Capper-Williams bill (H. R. 8679) providing for a cooperative 
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marketing system rather closely tied to the government, administered 
by a federal board and commodity advisory councils, introduced. 
Secretary Hoover assisted with framing this bill. 
June—MeNary-Haugen bill defeated in House June 3 by vote of 223 to 153. 
July—‘ American Council of Agriculture’’ organized at St. Paul, July 
11-12, with George N. Peek as president, 
November—President’s Agricultural Conference met Noy. 17-20. Hearings 
on livestock situation, 


1925 


January, February—Agricultural Conference held hearings on cooperative 
marketing and organization of federal government activities for agri- 
culture, Jan. 5-28. Report on livestock situation Jan. 14, recommend- 
ing more sympathetic administration of the Federal Intermediate 
Credit Banks, and the granting of these banks power to rediscount 
loans of federally chartered agricultural credit corporations; also 
advocating a carefully administered leasing system for the grazing 
lands in the public domain. On Jan. 28, a further report recommend- 
ing enactment of a cooperative marketing act of the general nature 
of the Capper-Williams bill; additional tariffs on farm products; con- 
traction of agriculture to a domestic self-sufficiency basis, ‘‘ with only 
such foreign markets as shall be profitable,’’ and more federal aid to 
state experiment stations. On Feb. 2, a further report calling attention 
to duplication of effort and friction between federal departments and 
asking for an agency to coordinate these. 
Capper-Haugen bill introduced (S. 4202) embodying Agricultural Con- 
ference’s recommendations on cooperative marketing. These recom- 
mendations provided for a federal cooperative marketing board outside 
the Department of Agriculture with the Secretary of Agriculture and 
the Secretary of Commerce as two of the five members. One of the 
functions of this board was to be the federal registration of coopera- 
tives found to be sound after examination, 

— Purnell Act passed (H. R. 157) appropriating $20,000 a year to each 
state experiment agricultural station for research particularly in agri- 
cultural economics, rural sociology, and home economics, and $10,000 
more each year following up to $60,000 in 1930. 

— Capper-Haugen bill defeated by substitution of Dickinson bill (H. R. 
12348) in the House. The Dickinson bill had been drafted hurriedly 
by cooperative interests opposed to the Conference plan. It set up a 
cooperative marketing board in the U. 8. Department of Agriculture 
and omitted the registry plan. 

March—Revised MceNary-Haugen bill reported out of House Committee, but 
not voted upon before Sixty-eighth Congress adjourns, ; 

President Coolidge makes an address before the Annual Convention 

of the American Farm Bureau Federation in Chicago, in which he 

condemns the MeNary-Haugen plan as price fixing, defends the tariff 
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system as a boon to agriculture, and describes agriculture as nearly 
back to normal. 


1926 


January—Sir Josiah Stamp’s correspondence with Dawes on the MeNary- 
Haugen plan published. Second printing with additional correspond- 
ence in December. 

McKinley-Adkins bill (S. 2289) introduced. This included the export 

debenture plan of Prof. C. L. Stewart of the University of Illinois. 

Dickinson bill (H. R. 6563) introduced, Jan. 4. This bill was a sur- 

plus bill in which the cooperatives were to function principally. 

Conference called on Jan. 28 at Des Moines by Governor Ham- 

mill of Iowa, at which eleven states were officially represented, and 

the Executive Committee of 22 was created with Peek as chairman. 

This committee has conducted a vigorous campaign ever since. 

March—Tariff on butter raised on Mar. 6 from 8 to 12 cents a pound. 

First Conference between McNary-Haugen leaders and southern leaders 
held at Memphis, Mar. 19 and 20. Following this, President Kilgore 
of the American Cotton Growers’ Exchange joined the group in Wash- 
ington working for the bill. Plan revised by incorporating the coop- 
erative features of the Dickinson bill. The bill resulting was the 
MecNary-Haugen bill defeated in May. 

April—National Industrial Conference Board representing the business 
interests makes its report on the agricultural situation, urging strongly 
the need of relief legislation. 

MecNary-Haugen bill (H. R. 11603), (Curtis-)Aswell bill (H. R. 

11616) and (Fess-)Tincher (H. R. 11606) reported to House Apr. 27. 

May—MeNary-Haugen bill defeated in House May 21 by vote of 167 to 
112. Tincher and Aswell bills both rejected as substitutes for it. 

June—Senate on June 24 rejects by vote of 45 to 39 a somewhat amended 
form of the McNary-Haugen bill with which Dawes’ name had become 
associated in the discussions. 

July—Act passed appropriating $225,000 to set up a division of coopera- 
tive marketing in the U. 8. Department of Agriculture to offer friendly 
assistance to the cooperatives. The Fess bill (S. 4462) providing for 
an administrative division of cooperative marketing with power to 
assist in handling surpluses and appropriating $100,000,000 for this 
had been defeated June 29, by a vote of 54 to 26. The administration 
favored this measure. 

November—President Coolidge appoints special committee, with Eugene 
Meyer as chairman, to finance the storage of 4,000,000 bales of cotton; 
but very little storage was thus financed. 

—— Joint meeting at St. Louis, November 17, of farm organizations of 
Midwest and South at which was set up a non-partisan alliance to 


support the MeNary-Haugen bill, Following this, Governor Lowden 
toured the South. 
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1927 


January—Curtis-Crisp bill (S. 5088) introduced Jan. 6. Provided for a 
‘‘federal farm board’’ which was to make advances to cooperative 
associations to enable them to buy and withhold from the market any 
non-perishable farm product, whenever there was proved to exist a 
surplus of it ‘‘above world requirements,’’ and this surplus threatened 
to ‘‘depress the price of such commodity below the cost of production 
with a reasonable profit to the efficient producer thereof,’’ a revolving 
fund of $250,000,000 being provided to carry out these provisions. 
This bill had administration support. 

February—MecNary-Haugen bill passes both Houses of Congress and is 
vetoed on Feb. 25. The vote in the Senate was 51 to 43, and in the 
House, 214 to 178. 

November—Committee of the Association of Land Grant Colleges pub- 
lishes a report recommending legislation that ‘‘should provide for 
equalization with reference to such matters as taxation, tariff, and 
freight rates, and should provide for a sound land policy and further 
improvement of credit facilities.’ The recommendation on the surplus 
was some sort of ‘‘unified action.’’ 

Business Men’s Commission, representing the U. 8S. Chamber of 

Commerce and the National Industrial Conference Board, publishes 

report and recommendations for farm relief, including tariff revision 

downward. 


1928 


March—MeNary bill (S. 3555) reported to Senate March 8. Broadened to 
include all farm products and all types of surpluses, seasonal and 
regional and domestic as well as annual and national. Financing by 
equalization fee to be resorted to only if buying and selling and 
storage operations failed to accomplish purposes sought by the bill. 
President given full appointive power. Appropriation, $250,000,000. 
House Committee voted out similar bill Mar. 26, after holding hearings 
from Jan. 16 to Feb. 25, in which other proposals were considered, 
especially the export debenture plan. 

April—MeNary-Haugen bill, amended to include insurance provision of 
House bill and providing $400,000,000 in place of $250,000,000, passed 
Senate by vote of 58 to 23. 

May—MeNary-Haugen bill passes House May 3 by a vote of 204 to 121. 
Vetoed by the President. Senate votes 50 to 31 on May 25 to override 
the President’s veto. 


The thought that comes to one most forcibly after reviewing 
these efforts at farm relief is the belatedness of some of them. 
The Association of Land Grant Colleges should have set a com- 
mittee at work in 1921 in place of in 1927. The same is true for 
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the United States Chamber of Commerce. The fact is that these 
people expected agriculture fully to recover in a few years. 
They did not appreciate the enormity of the catastrophe or the 
permanence of some of the changes. After prices improved in 
1924, they tended to think too much in terms of current operat- 
ing statements and not enough in terms of balance sheets. It 
always takes time for busy people to readjust their thinking even 
after they make up their minds they need to do it. It was not 
until the farmers developed radical leaders who began to demand 
extreme measures, that their plight was taken seriously by the 
general public. The extremists of 1921 and 1922 who talked of 
barefaced price fixing were largely ignored. Nobody expected 
their plans to receive much attention. But when the first 
MeNary-Haugen bill came within 40 of half the votes cast in 
the House in June, 1924, then followed some startled thinking. 
It took even more than this, however, to swing the Chamber of 
Commerce and the agricultural college deans into action in 1926 
and 1927. They had to be convinced by persistent pressure that 
the exponents of this new system were in deadly earnest. 

It is a fair description of much of the activity since 1924 
to say that it has been principally aimed at heading off more 
radical measures. 

The chart and chronology show that there was a pronounced 
spasm of farm relief activity at the very start. The depression 
fell with heavy hands upon the closing days of the Wilson 
administration. In the short final session of the sixty-sixth Con- 
eress, two bills were introduced to relieve agriculture, one the 
Fordney Emergency Tariff Act, vetoed by the President on Mar. 
3, and the other reviving the War Finance Corporation and 
directing it to assist in the finaneing of the exportation of agri- 
cultural products. This latter bill was passed over the Presi- 
dent’s veto on Jan. 4. In April, the wholesale index for farm 
products reached 117. The new Congress put the ‘‘Commission 
of Agricultural Inquiry”? at work on Apr. 25, passed the Emer- 
geney Tariff Act in June, and three more relief acts in August. 
When these had been passed, as well as the new tariff act in 
September, 1922, and the new Intermediate Credit Act the fol- 
lowing August, Congress had played its full bag of tricks. But 
the farmers were still unsatisfied. Foreclosures were still on the 
increase and likewise bank failures. Land prices were sinking 
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fast. Since then, the course of farm relief has been determined 
largely by the agricultural interests themselves, represented in 
Congress by a largely non-partisan agricultural bloc. 

It was this bloc, already rather closely knit, that attacked 
and defeated the Capper-Haugen cooperative marketing bill, 
embodying the Agricultural Conference’s ideas on this subject, 
introduced in February, 1925, on the ground that it took coopera- 
tive marketing out of the Department of Agriculture where it 
belonged and put it where the Department of Commerce could 
get hold of it, and, in addition, set up rather rigorous govern- 
mental machinery for its control. The cooperatives back in 
1925 were carrying their syndicalism almost to the point of 
complete non-intervention. Friendly assistance, such as they 
were getting from the Department of Agriculture, they wel- 
comed, but not the kind of supervision that certain mercantil- 
istically minded members of the Agricultural Conference deemed 
highly necessary for them. It is interesting to observe how the 
syndicalistie philosophy of the cooperatives later gave way before 
the allurements of McNary-Haugenism. 

It will be remembered that the agricultural bloc not only 
defeated the Capper-Haugen bill in the closing days of the first 
Coolidge administration, but also the first Mellon tax bill and 
other administrative measures. It figured conspicuously later 
in the failure of the Senate to confirm the nomination of Warren 
to the Cabinet. The fight for the McNary-Haugen bill had 
already given a new cohesiveness to the agricultural bloc. It 
is, therefore, not difficult to understand that temperatures were 
running very high in administrative circles in the winter of 1925. 

Let us now consider in more detail the actual measures taken. 
They are not to be condemned in toto merely because they have 
not been of heroic enough stature to cope with the monsters of 
these evil days. Of the strictly emergency measures, those relat- 
ing to credit have been most important. Loans were badly 
needed in 1921 and 1922, partly to finance growers waiting for 
a market for their products, and partly to renew a portion of 
the large volume of maturing obligations. Loans were needed 
in order to ease off the eredit load gradually and prevent a com- 
plete and sudden breakdown of the banking system. Even as it 
was, there was a virtual breakdown in many counties in the 
Northwest. Condemn them as one can, the state rural credit 
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systems hastily set up were in some states an important help. 
The War Finance Corporation made loans on agricultural com- 
modities and to banks in agricultural districts amounting to 
nearly a half billion. The financing of the surplus of the 1926 
cotton crop probably helped a little also. As to seed loans, opin- 
ion is divided whether their good and bad effects weighed the 
more heavily. 

The report of the Commission of Agricultural Inquiry was 
timely and aided in an understanding of the situation. Con- 
gress instructed the Commission to report on: (1) the condition 
of agriculture and the causes of the depression, (2) the adequacy 
of the credit machinery and credit resources, (3) transportation, 
and (4) marketing. Its recommendations to Congress covered 
these subjects in detail, and were constructive and sane—perhaps 
too sane. Improvement in conditions, the report stated, could 
not ‘‘be brought about by legislative formulas, but must be the 
result for the most part of the interplay of economic forces.’’ 
Something has been done since along the line of each of the thir- 
teen recommendations. Its three foremost suggestions were 
legalizing cooperative combination of farmers, intermediate 
eredit banks, and lower freight rates on farm products. 

The National Agricultural Conference of the winter of 1922 
was called by President Harding at Secretary Wallace’s urgent 
request. His purpose was partly to crystallize a definite program 
of farm relief, partly to get this large group of 390 important 
people to thinking along more or less concerted lines, and partly 
to obtain the weight of their support in pending and prospective 
legislation. A total of 37 legislative reeommendations were made 
to Congress, 2 to the President, and 3 to the farmers. In the 
list were surely some of doubtful value, but taken as they stood, 
they constituted a good working program for agricultural better- 
ment. The most sweeping of them was that ‘‘Congress and the 
President take steps immediately to reestablish a fair exchange 
value for all farm products with that of other commodities.’’ 
This statement expressed the judgment and will of the Confer- 
ence. It was hardly specific enough to suit several advocates of 
price fixing who were present. The largest immediate value of 
this conference was the aid it rendered to pending developments, 
specifically to the Capper-Volstead Act legalizing cooperative 
combination of farmers and to the Lenroot-Anderson Intermedi- 
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ate Credit Act of 1928, and to the expansion of some of the 
reporting work of the Department of Agriculture. 

The conference called by President Coolidge in the winter 
of 1924-1925 was apparently his response to a request from 
farmers’ organizations made before Secretary Wallace’s death 
in August, 1924, that he have Secretary Wallace call such a 
conference. McNary-Haugenism was in the air. Secretary Wal- 
lace had been one of the first converts to it. The President did 
not want any more official endorsements of it. He chose the 
personnel of his conference and organized it with great care. It 
performed according to his expectations, but, as already pointed 
out, to little avail. Its most solid achievement was preparing 
the way for the passage of the Purnell Act securing additional 
support to the state experiment stations. Three of its members | 
were agricultural college deans. It was instructed to report on/, 
three subjects: (1) the emergency in the cattle industry, (2) | 
the administration of government departments as they touch) 
agriculture, and (3) pending legislation. It despaired of its task 
before really getting into the third of these subjects. What little 
it did say strongly suggested the Republican doctrine of protect- 
ive tariffs for agriculture, self-sufficiency, and reduced exports 
of farm products. 

The rest of the progress of farm relief relates to the McNary- 
Haugen proposal and the efforts of the second Coolidge adminis- 
tration to stem the tide against it. At the start, the administra- 
tion clearly had the advantage in the conflict. The overwhelming 
vote by which the administration was returned to power in 1925, 
and the heavy preponderance of adminstration support in the 
House, seemed to many to presage the doom of the McNary- 
Haugenism for all time. But such has not been the case. 


REMEDIES PROPOSED 


It is interesting to set over against this schedule of activities, 
the specific recommendations of the two agencies which have 
studied the agricultural problem recently, the Business Men’s 
Commission on Agriculture, and the Special Committee of the 
Association of Land-grant Colleges and Universities. The Busi- 
ness Men’s Commission consisted of ten men jointly chosen by 
the United States Chamber of Commerce and the National In- 
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dustrial Conference Board. The men chosen were high execu- 
tives in important manufacturing, financial, and other enter- 
prises. There is nothing to indicate that they were selected be- 
cause of views favorable to agriculture. For economic advice, 
they called upon Prof. Frank D. Graham of Princeton, and the 
economic staff of the National Industrial Conference Board. The 

} Commission purposely avoided employing an agricultural econo- 
mist, feeling, to use its own language, that all these were already 
committed to particular theories of farm relief. The Committee 
of the Land Grant Colleges and Universities consisted of four 
agricultural college presidents, two deans of agricultural colleges, 
two directors of agricultural extension, and one head of a depart- 
ment of agricultural economics and farm management, Prof. 
George F. Warren of Cornell. It was also ably assisted by 
H. R, Tolley of the Bureau of Agricultural Economies of the 
U.S. Department of Agriculture. 

The recommendations of the two bodies hereafter referred to 
as the ‘‘Commission’’ and the ‘‘Committee’’ covered the same 
identical heads. The best way to present their reeommendations 
for farm relief is to compare them under each of these heads. 
/On the tariff, the Committee is content with the almost futile 
/suggestion that tariff rates on farm produces so far as effect- 
ive be raised to the same level as those on manufactures. The 
_ Commission, on the other hand, proposes, albeit in not too open 
language, that rates on manufactured products be gradually 

| reduced until a point is reached where industry and agriculture 
| are equally subsidized; following this, that tariffs be removed 
from both industry and agriculture except on products which 
the long-run interests of the country require that we should 
produce enough of to meet domestic needs. The philosophy of 
the Commission, however, is not that of the free-traders; it is 
instead that of thoroughgoing mereantilists. It believes that the 
tariff in its time has done us great good by building up our 
industries, and now it is time that it be used to lift agriculture 
out of the mire and check our too-rapid urbanization. This ean 
only be done by lowering the rates on manufactured goods. 
There is the definite suggestion that our livestock always be 
protected because it conserves the soil resources. 
C On the surplus question, the Committee definitely proposes 
Ha a ‘‘Federal Farm Board’’ and a system of quasi-official stabi- 
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lization corporations, with power eventually to buy farm prod- 
ucts at a price announced before the date of planting. The Com- 
mittee report talks vaguely about ‘‘unified action’’ in handling 
surpluses. 

On agricultural readjustment, the college men make a care- 
fully considered statement as to the advantages and limitations 
of diversification and specialization, whereas the Commission is 
somewhat confused, apparently influenced by the popular type 
of pronouncements on the subject. Both see an agricultural 
revolution under way. The Commission unequivocally favors 
- larger farms, more extensive methods on the poorer land, and 
the substitution of power and machinery for labor. Both favor 
lower costs of production. 

On forestry, the Committee urges public buying of land for 
forestation, and tax revision. The Commission recognizes the 
necessity of government ownership and operation in the present 
emergency, but inclines to private forestry as fundamentally the 
better policy in the long run. 

On land utilization, both urge caution against further land 
reclamation at present. The Commission definitely proposes a 
“National Agricultural Foundation’’ outside of the departments 
of government to direct the job of land classification, land de- 
velopment, and land settlement. 

On immigration, the two reports are somewhat confused and 
inconsistent, but both finally come to the point of favoring the 
maintaining and even extending of the immigration barriers. The 
Committee’s report states that the farmer’s ‘‘economic interests 
are in cheap foreign labor for farming’’—and only a few pages 
before it is talking about overproduction and the failure of the 
rural population to shift to cities rapidly enough. ‘‘Hconomie’’ 
to them apparently means ‘‘in the very short run and in the 
individual ecase,’’ not at all an unusual understanding of the 
term. 

Both reports strongly emphasize the need for more agri- 
cultural research and education, and urge additional appropri- 
ations to strengthen the work of public agencies working for 
agriculture. 

The rest of the comparison may be summarized by saying 
_ that the Commission stresses much more and very properly the 
weaknesses of our country banks, and sees much less possible 
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improvement in our marketing system. The gains from coopera- 
tion are to them largely at the production end. The Commission 
can at this point be properly accused of occupational bias. 
There is evidence of similar bias at a few other points, probably 
in its failure to see the need for a larger unit than even the state 
in tax support for roads and rural education; probably in its 
favoring Mississippi waterway transportation development ; pos- 
sibly in its stress on efficiency in production, some would say 
without ample provision for keeping output within bounds. But 
the recommendations are on the whole so free from evidence of 
such bias, also of evidence of the kind of compromising that is 
usually characteristic of committee reports (the present Com- 
mittee’s report is no exception) that it is hardly decent to single 
out a few instances to the contrary. 

The thought that comes to one after reading these two reports 
is the disparity between the space they give to the so-called sur- 
plus problem and measures to raise prices of farm products, 
and the attention these have received in Congress and in publie 
discussion. The Business Men’s report devotes 25 out of 273 
pages to the subject, the Committee less than 3 out of 40 pages. 
No doubt the emphasis of the two reports is more nearly the 
proper emphasis. It is unfortunate for agriculture that during 
the past 5 years the efforts of those interested have been dead- 
locked on surplus and price-control measures, while a long line 
of other important agricultural problems have been standing by 
waiting for a chance at the gate. But perhaps this has been 
necessary in order to bring the country into a frame of mind to 
give proper heed to the needs of agriculture. 

This present volume will give more attention to direct price- 
raising measures than is warranted by their importance—in the 
hope that clarifying the issues with respect to them will help 
toward a speedy disposal of them. The next section will be 
devoted wholly to an analysis of the different types of surpluses. 
The section following will take up the highly merecantilistie pro- 
posals for aiding agriculture by raising prices of farm products, 
chief of these proposals being revision of the tariff. 


IeyaWeh Ji 
THE SURPLUSES 


The particular form in which the surplus question has come 
before the public has very much confused it. To think clearly 
on the subject one needs to distinguish between: (1) overpro- 
duction surpluses due to overplanting or overbreeding ordinarily 
for a succession of years; (2) annual weather surpluses, due to 
favorable weather or other natural conditions in any one year, 
and sometimes two or three years in succession; (3) season 
surpluses, due to the seasonal nature of most agricultural produc- 
tion; and (4) exportable surpluses, which are merely amounts 
in excess of domestic consumption. 

The criterion of the existence of surplus in the first or over- 
production sense of the word, is a volume of production continu- 
ing so large over a period that the producers of it have to sell 
at prices that will not allow them to operate with their accus- 
tomed profits, income, and scale of living. Production of many 
commodities has a way of overexpanding every once in a while. 
Recent examples of it are sugar in Cuba, rubber in the Hast 
Indies, coffee in Brazil, and sisal in Yucatan. Those which have 
been especially subject to such surpluses of late in the United 
States are cotton, corn and hogs, and wheat; also copper and 
petroleum in the mineral field. Dr. L. C. Gray has recently 
worked out the surplus periods in tobacco in the colonial period 
in Virginia. The first came in the years 1630 to 1644; and the 
second in 1658 to 1667. Another came in 1677 to 1683, and 
another in 1703 to 1713; then one in 1720 to 1724, and, finally, 
one in 1761 to 1770. No doubt such periods of depression in the 
tobacco industry have occurred up to the present day. The lines 
of production which are worst afflicted in this way are those 
which depend most on exploiting virgin resources. Perhaps 
lumbering has suffered most of all industries in the United States 
in this respect. 
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Surpluses of this type frequently are international in their 
scope. Such is the case with wheat and sugar at the present time. 
Under such circumstances, any country producing the commodity 
involved is likely to put up a tariff barrier and work out its 
problem of production control by itself. But this procedure is 
impossible for those countries which produce the commodity for 
export—as the United States does for cotton, corn and wheat. 
Of course, if the production of these could be reduced so that 
there would be none for export, then the tariff barrier would be 
effective. Hence, there are those who advocate this as a solution 
of the problem. And to them the getting rid of the ‘‘exportable 
surplus’’ seems the real problem. 

The recent plans presented to Congress for handling over- 
planting surpluses have been designed to raise the price of the 
product in the domestic market while still maintaining exports. 
They have proposed making use of the export surplus as a device 
for accomplishing such an end. Their authors have not been 
specifically interested in solving the overproduction surplus 
problem as such—they have, instead, been interested mainly in 
raising prices of farm products. It is true that our agriculture 
taken as a whole is in the midst of a period of overproduction 
and low prices, and that raising prices will be one sort of a 
eure for the condition. It will be, however, the sort of a cure that 
a sleeping potion is for insomnia. The real solution of over- 
production surpluses is some means of attaining orderly pro- 
duction. 

Two other ideas are also frequently associated with the fore- 
going combination of overplanting and export surpluses. One is 
that agriculture, generally and all of the time, is producing in 
such a volume that its products are selling at prices that have 
established too low a standard of living among farm people; and 
that prices and incomes must be raised so as to allow a higher 
standard to become established. The normal procedure for 
attaining this end would be to shift more people to the cities and 
curtail production in various ways, and educate farm people 
to higher standards as incomes rise. The more drastic proposal 
favored by many is to raise prices artificially, by tariff duties, 
so far as they are effective in their present form, and by various 
supplementary devices for making them effective afterwards, 
raising living standards at the same time. It is hoped that once 
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these new standards are established, farm people will not over- 
plant again and destroy them. 

The other idea is that having a surplus for export is unfor- 
tunate at this time only (or especially, if self-sufficiency is the 
ideal) because Europe is less disposed to import its food supply, 
or trade balances are particularly adverse, as a result of postwar 
influences ; and that, therefore, some way must be found of help- 
ing agriculture over to a period when our foreign trade in farm 
products will be on a more normal basis. Such a condition does 
exist; but it is not a major factor in the situation. If the war 
had not come along, we would still have been having recurring 
overplanting surpluses; and our agriculture, as a whole, would 
have been meeting stiff competition from abroad. Such compe- 
tition is normal for the present period in agriculture. 

In a similar way, if there is any solution of the annual 
weather surplus problem, it must be some manner of carrying 
a large crop through one season and into the next so that it is 
sold and bought more advantageously than at present by both 
producers and consumers. 

Weather surpluses become confused with the other two types 
because a favorable year is frequently the reason for a supply 
for export, and because one cannot always say definitely whether 
it is abnormal yield or abnormal acreage that is responsible for 
the large production. Both produce prices unbearably low for 
the time being for several farm products. If the export part 
of the crop can be used in some scheme to raise the price of an 
overproduction surplus, why not to raise the price of a weather 
surplus? It will be shown later that weather surpluses affect 
the working and the results of the various plans for price raising 
by control of the export surplus. 

Similarly, it is a large crop in some years that creates the 
season surplus problem. If all crops were average, marketing 
facilities would work so smoothly that we would never think that 
there was a seasonal marketing problem. If there is any solution 


1It should be observed that the author uses the term ‘‘scale’’ or 
‘¢plane’’ of living when he means the kind of living that a people now 
have, and ‘‘standard of living,’’? when he means the kind of living which 
they think they ought to have, because of having become accustomed to 
it, or from contact with other social groups having it. It is important not 


to confuse these two meanings. 
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of the seasonal marketing problem, it is some manner of feeding 
either a large or a small crop to the market that will result in 
more advantageous selling and buying by producers and con- 
sumers. Season surpluses become confused with export surpluses 
also, because if the crop is one which is exported, a large harvest 
requires that more move in the channels of foreign trade some 
time during the year. 

In the three chapters following, weather, overplanting, and 
season surpluses will be analyzed as to their extent and nature 
and effect on prices and incomes, after which the operation of 
various proposed programs for more advantageous disposal will 
be examined. 


CHAPTER IV 


THE EFFECT OF SURPLUSES ON PRICES AND 
INCOMES ' 


In this chapter, an attempt will be made to show how annual 
weather surpluses and overplanting and overbreeding surpluses 
affect prices of farm products and gross and net farm incomes. 


WEATHER SURPLUSES 


The term ‘‘weather surplus’’ as here used means production 
above normal not only because strictly climatic factors, such as 
rainfall, temperature, or growing season have been favorable, but 
also because related biological factors, such as diseases and pests, 
have wrought less than their usual damage. The opposing term 
is a weather deficit. The essential character of weather factors 
is that they are uncontrollable. To the extent that any of them 
is controlled, as effects of diseases and pests are in part, it does 
not by itself cause surpluses or deficits. 

The production of livestock and livestock products is affected 
to a less extent than crops by weather and related uncontrollable 
factors. Good weather may decrease losses of young pigs at 
farrowing time or of lambs at lambing time, or increase the gains 
made by cattle and hogs in the feedlot, but the resulting varia- 
tions are not large. Of more importance are the indirect effects, 
such as large crops resulting in heavier feeding or good pastures 
producing a larger milk flow. 

Weather factors also affect acreage to some extent. For ex- 
ample, bad weather in the autumn may occasionally reduce the 
acreage of winter wheat sown, or in the winter may reduce the 


1 The first draft of this chapter was prepared by Dr. George M. Peterson 
and Henry I. Richards. 
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acreage harvested; or a late spring may reduce the acreage of 
corn planted. Such effects will not be separated out in this 
analysis. 

Yields change over a period because of improvement in vari- 
eties and cultural practices and because of the shifting of produe- 
tion to other areas either better or less well adapted to the crop. 
The trend in yields due to such causes must be eliminated to 
arrive at the annual variations caused by weather and other un- 
controllable factors. In this analysis, trend in yields has been 
determined ee by fitting a free-hand curve to the nes data 
for past years.” 

These trends as well as the annual yields are shown in Charts 
7 and 8. The trends are all upward from 1886 to about 1910. 
The trend of potato yields continues upward to 1927, but those 
for wheat and corn are about level from 1907 to 1927, that for 
oats is slightly downward, and that for cotton is sharply down- 
ward. The trend of wheat yields per acre planted is slightly 
downward from 1915 to 1922, but from 1922 to 1927 is level. 

Difficult questions of interpretation arise with many of these 
trends. For example, one might be disposed to say that the 
curve for wheat ought to dip in 1916 and recover from 1918 on. 
The low yields from 1916 to 1923 are partly due to unusual 
drouths and rust damage and partly to westward expansion into 
drier lands. Since none of these is likely to persist except the 
latter to a degree, they have been assumed to be temporary 
weather effects, for the most part. Simple straight lines have 
been used so far as possible to describe the trends. Obviously, 
none of the deviations determined in this way is a highly scien- 
tifie determination ; but no such determinations are possible. 

The deviations of the average yields from these free-hand 
trends are shown in Chart 9 for cotton, oats, potatoes and wheat 
acreage harvested from 1886 to 1928. Yields of cotton appear 
to fluctuate the least and of potatoes the most. During the 42 
years, yields were within 10 per cent of the trend line in 80 years 
for eotton, 27 for wheat (acres harvested), 26 for corn and oats 
and 23 for potatoes. Average yields for wheat acreage sown were 
within 10 per cent of normal in 16 years out of 29. The largest 


2 Moving averages could not be used because yields do not run in cycles, 
and no mathematical curves could be logically justified. 
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CHART 7.—AVERAGE ANNUAL YIELDS AND TRENDS IN SAME. WHEAT AND 
CoTToN HARVESTED, 1886-1927, AND WHEAT Sown, 1889-1928 
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CHART 8.—-AVERAGE ANNUAL YIELDS AND TRENDS IN SAME. CoRN, OATs, 
AND POTATOES, 1886-1928 
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deviations above and below normal for each crop were as 
follows: 


—_—_eeee————————— ———— ——— 


Percentage Percentage 
Crop year| above Crop year below 

trend line trend line 
Ota bOes te my rants sts fen 1895 32.5 1901 23.3 
Wheat (harvested)......... 1891 25.0 1916 15.3 
COUGOD Merge ats tits Seas hate 1898 18.7 1921 20.3 
COORGS Meee rear mn Net Pe ee 1912 16.9 1921 25.5 
Orne Le rs PO 1889 1 1901 34.7 


The smaller deviations from trend for all crops except cotton 
in recent years compared with earlier years are probably in part 
the effect of enlarging the production area and giving good and 
bad yields a chance to average out. 

From the standpoint of annual weather surpluses, the sig- 
nificant fact about these yields is that they are often above or 
below the trend for two or more years in succession, as shown 
in Table 7. From 1912 to 1915, wheat yields were consistently 
above any kind of a trend line that might be drawn, while from 
1919 to 1923 they were consistently below any such trend line. 
Cotton yields show similarly prolonged deviations from trend, 
especially in recent years, due largely to the boll weevil. Corn 
yields were consistently above normal by from 7 to 19 per cent 
between 1919 and 1923, and below normal from 1913 to 1918 
in all but the year 1915, when yields were 6 per cent above 
normal. Oat yields seem to alternate from year to year above 
and below the trend more regularly than do wheat, cotton or 
corn; but not as regularly as do potatoes. The striking fact 
about potato yields is that two poor years in succession have 
oceurred more frequently than two good years. As will be made 
clearer later, this tendency of yields to be considerably above or 
below the trend two or more years in succession greatly increases 
the difficulties of handling weather surpluses. Carrying a part 
of a large crop over to a second or third year is very costly. . 

The weather surpluses and deficits could be calculated in the 
same, or a similar, way for other crops. All crops would be 
found to have significant surpluses and deficits, some much more 
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significant ones than these five. One factor determining the 
extent of deficits and surpluses is the width of the area of produc- 
tion. For a very small area, the yield may range from zero to 
a bumper crop. Even whole sections may have very large or 


TaBLE 7.—YEARS IN Succession witH YIELDS ABOVE or BELOW TREND 
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very small yields. But for areas as large as the United States, 
usually some sections have favorable seasons while the others 
are having adverse conditions. For crops that cannot be carried 
over, but like most fruits and vegetables, must be marketed 
within a few days or months after harvest, a weather surplus is 
a more serious matter than for corn or cotton. The problem of 
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weather surpluses becomes most acute with a perishable product 
in a small area supplying a particular market. Thus, the supply 
of fresh fruit, vegetables, and milk for small local markets fluctu- 
ates widely. But large markets draw their supply of some prod- 
ucts from small producing areas. Almost the entire United 
States supply of peaches, strawberries, lettuce, and many other 
fruits and vegetables at particular seasons of the year is pro- 
duced in a very small area. 

The producing area for the potatoes sold in the large central 
markets of the United States is much larger than for most fruits 
and other vegetables, although not as large as for corn, cotton, 
oats, or wheat. New York, Philadelphia, Boston, Washington, 
Chicago, and other large cities may receive their supply of pota- 
toes from Maine, Michigan, Minnesota, and other distant states 
as well as from nearby producing areas. A normal supply on 
these markets may be the result of a bumper crop in the Great 
Lakes states and a very poor crop in the Northeastern states. 
Prices received by producers in any area are thus fairly closely 
related to the total supply, and areas with large yields sometimes 
receive a normal or fairly high price, with resulting large in- 
comes per acre, because of low yields in other areas. The areas 
with low yields may at the same time receive normal or low in- 
comes per acre because of high yields in other areas. Small 
local potato markets depending normally on locally grown sup- 
plies may get out of line very seriously in certain years because 
no facilities are developed for shipping potatoes in or out. 

The supply and price of corn and oats on large central 
markets in the United States are closely related to the size of 
the United States’ crop. In most years, however, a small quan- 
tity of both crops is shipped to foreign markets. When yields 
and production are unusually large, considerable quantities are 
exported, especially if crops abroad are poor. On the other hand, 
when yields and production in the United States are low, import 
duties and transportation costs tend to prevent importation. 
Corn and oats growers in the United States thus sell their small 
crops on markets in other sections drawing their supplies almost 
entirely from the United States. 

Wheat and cotton growers in the United States sell in world 
markets in competition with supplies from many countries of 
the world. Prices received by producers of cotton and wheat 
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in the United States are closely related to the total world supply. 
But, since around 60 per cent of the commercial cotton crop of 
the world is grown in the United States, and only about 20 per 
cent of the total world production of wheat, weather surpluses 
are a more serious problem for cotton growers than for wheat 
growers. 


CHART 10.—TRENDS IN ACREAGE OF CORN, WHEAT, OATS, COTTON, AND 
Porators, UNITED STATES, 1886-1928 
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As already stated, bad weather may cause a slight decrease 
in the acreage of some crops in some years but, ordinarily, farm- 
ers carry out their intentions of increasing or decreasing the 
acreage of crops in spite of the weather, When the acreage of 
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a crop increases, it is usually because farmers decide that they 
will add to their net incomes by so doing. 

As with yields, changes in the acreage of crops from year 
to year may be considered as fluctuations about a trend. Chart 
10 shows such trend lines fitted by free-hand methods to the 
acreages of wheat, corn, oats, cotton, and potatoes. The scale 
used in making this chart is logarithmic, which has the effect 
of comparing percentages instead of absolute changes. In abso- 
lute numbers, the corn acreage increased from 75,694,000 to 
100,761,000 between 1886 and 1928; the potato acreage, from 
2,287,000 to 3,825,000 acres. The percentage increase was 33 for 
corn, and 67 for potatoes. It is the latter that are compared on 
the chart. 

As was the case with yields, this method of separating trends 
from deviations from trends leaves a great deal to the judgment. 
If the trend line for any one of these crops had been drawn | 
differently, the deviations would have been different. Taken 
together, the trends and the deviations from them make a com- 
plete statement of the changes in acreage, and locate the over- 
planting surpluses; but they do not indicate with scientific ac- 
euracy whether any given overplanting surplus represents a 
trend in acreage of that crop, or simply a deviation from such 
a trend. It should be stated at this point that the errors in 
judgment made at this point do not affect the validity of any 
of the later analysis of the data. 

The general trend of acreage in corn, oats, and potatoes is 
- consistently upward from 1886 to the entrance of the United 
States in tne World War. The trend of cotton acreage is very 
similar up to 1911, but from then until 1921 it was level, even 
though yields fell off badly after 1914, due largely to the ravages 
of the boll weevil. The acreage of wheat increased rapidly from 
1886 to 1899, due largely to the opening of new areas in Kansas, 
Nebraska, and North and South Dakota adapted primarily to 
the production of wheat. During the following 10 years, other 
crops were substituted for wheat on many farms in the older 
farming regions. The development of new hard winter wheat 
varieties started a new trend upward presently, which later was 
merged with the war influences. 

All of these trends except that of wheat are very similar 
to that of the population and indicate an increasing demand for 
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these products as well as the expansion of agriculture in the 
United States. But following the World War, the trend lines 
flatten out. Declining demand, new foreign competition, and 
larger yields explain this. Substitution of tractors for horses 
has saved acreage of feed crops. Use of more fruits and winter 
vegetables has been another factor. The trend of cotton acreage 
since 1921 has been sharply. upward, due somewhat to improved 
methods of controlling the boll weevil, but more to the expansion 
of cotton production in Oklahoma and Texas where the danger 
of boll weevil is less and where cotton picking and cultivating 
machinery can be used to advantage. 

The deviations of average annual acreages from their trends, 
as shown in Chart 11, are much smaller than the deviations in 
yield from their trends. During the 31 years from 1886 to 
1916, they were less than 15 per cent in 29 years for corn, in 30 
years for oats, in 21 years for cotton, in 26 years for wheat, and 
in 29 years for potatoes. Since 1916, the deviations from trend 
have been much larger, due primarily to changes in demand 
growing out of the war and the subsequent readjustments to 
postwar conditions. In the 11 years from 1917 to 1927, inclusive, 
the deviations from trend have been less than 5 per cent in only 
4 years for potatoes, 7 years for wheat and oats, 9 years for corn, 
and 6 years for cotton. 

While the deviations of acreages from trend have been less 
than the deviations of yields from trend, they have in general 
continued a little longer before reversing themselves. In the 
42 years, wheat acreages have crossed the trend line 21 times as 
compared with 22 times for wheat yields. Comparable figures 
for corn are 17 and 21; for oats, 18 and 21; for cotton, 25 and 
25; and for potatoes, 16 and 28. These differences are significant 
in programs for control of carryover. 


RELATION OF SUPPLIES TO PRICES 


The effect of weather surpluses in which we are primarily 
interested is the effect on prices. The rate at which the size 
of crop affects prices depends upon the supplies and prices 
of substitute products, and the ease with which substitutions are 
made. Feed crops, such as corn and oats, are readily inter- 
changeable with each other or with other feeds in many areas. 
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CHART 11.—DEvVIATIONS OF ACREAGES Of WHEAT, Corton, Corn, OATS AND 
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and for certain purposes. Prices of the crops therefore tend to 
move up and down in the market together. Whenever yields 
and production of all feed crops are large, more of all is fed to 
livestock, and the production of livestock and livestock products 
is increased. Substitution is not so easy with such mostly human 
foods as wheat and potatoes. Consumers want about the same 
quantity of them each year, regardless of whether yields are high 
or low. They are willing to pay high prices in order to obtain 
their usual quantity, and will not buy much more than usual 
when prices are low. Large crops consequently sell for very low 
prices and small crops for very high prices. In 1925, when the 
potato crop was very small, prices in Boston rose to a peak of 
$5.79 per 100 pounds in April compared with 99 cents per 100 
pounds the preceding April. The 1922 and 1924 prices were 
so low that many potato crops were not harvested. The problem 
of weather surpluses is therefore serious for potato growers. 
As for wheat, the United States always has a surplus to draw 
upon. The producing area for the principal foreign markets is 
so large that fluctuations in supply from year to year are rela- 
tively small. 

Cotton has to compete with products such as wool, silk and 
rayon which are far less subject than it to fluctuations in produc- 
tion due to weather and other uncontro!lable factors. This 
has a somewhat steadying influence on prices. Likewise does 
the large carryover of such products, and the long period that 
they are in process of manufacture and sale. On the other hand, 
most of the world’s cotton is produced in the United States, 
and cotton makes the clothing of the masses. In the aggregate, 
therefore, its price fluctuates rather widely with supply. 

Prosperity and hard times have some effect on the supply- 
price relationship. Large crops of winter fruits and vegetables 
may sell for higher prices when wages are high than when they 
are low. Potato prices probably reflect similar circumstances. 
New competing products, such as rayon, or new styles, may 
change the demand for products from year to year. Such effects, 
however, are relatively small as compared with those resulting 
from normal substitutions and trends in the same. The wider 
the market area, the smaller the changes in the supply-price 
relationships from year to year. 

These characteristics of the supply and demand for corn, 
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wheat, oats, cotton, and potatoes are reflected in the curves of 
supply-price relationships presented in Chart 12. These curves 
summarize the relationships that have existed during varying 
periods in the past for which data are available. These same 
relationships can be expected to maintain only in a general way 
CHART 12.—RELATION OF PERCENTAGE OF NoRMAL PropuCTION TO PER- 
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in the future; and none of them is a very accurate description 
of what has happened in the past. Nevertheless, they are the 
best that can be determined from data now available.® 

3'The prices used in these studies were as follows: 


Cotton: average of December spot prices for Middling Cotton on New 
Orleans market, 1904 to 1924, 


Oats: the high and low prices for No. 2 Oats at Chicago were averaged 
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The relation shown in the above chart of cotton prices to 
production of cotton in the United States was worked out by 
Bradford Smith and published in Department of Agriculture 
Technical Bulletin 50, ‘‘Factors Affecting the Price of Cotton.”’ 
According to this analysis, when production of cotton is 10 per 
cent below normal, cotton prices are on the average 16 per cent 
above normal, and when production is 10 per cent above normal, 
prices on the average drop to 13 per cent below normal. The 
‘“normal’’ crop in these analyses is that indicated by the trend 
line for the year 1928 in Charts 7 and 8. The ‘‘normal’’ price 
is the price that this ‘‘normal’’ crop would sell for on the aver- 
age, with the price level constant, according to the supply-price 
“relationships employed in the analysis. 

The supply-price relationship shown for potatoes is for the 
period from 1921 to 1927 only and, hence, is upon an extremely 
uncertain foundation. It was worked out by L. H. Bean, of the 
Department of Agriculture. It is not possible to use a longer 
period of years because, as Mr. Bean and others have discovered, 
the relationship has changed greatly since before the World 
War. A 10 per cent increase in production above normal from 
1921 to 1927 was accompanied on the average by a price 21 
per cent below normal; whereas during the period from 1906 to 
1914, it was accompanied by a price only 9 per cent below 
normal. A 10 per cent decrease in production, according to the 
curve for the recent period, is accompanied by an average in- 
crease in price above normal of 24 per cent. This change in the 


to give monthly prices, and the monthly prices thus obtained were averaged 
for the crop years July to June from 1895 to 1927, inclusive. 

Corn: simple average of the weekly average prices of No. 3 Mixed Corn 
at Chicago from October to June, inclusive, each year as given in the 
Annual Report of the Chicago Board of Trade, 1892 to 1927. 

Wheat: the weighted average prices of No. 1 Northern Spring Wheat 
at Minneapolis from July to June, 1898 to 1913; the weighted average 
prices of No. 2 Hard Red Winter Wheat at Kansas City, Missouri, for the 
same period; and the weighted average prices of No. 2 Soft Red Winter 
Wheat at St. Louis, Missouri, for the same period, were weighted by the 
estimated production of spring, hard and soft winter wheat to obtain a 
composite price. This composite price from 1908 to 1913 maintained a 
practically constant relation to the average prices received by producers 
for wheat in the United States as published by the Department of Agri- 
culture. 

Potatoes: weighted average farm price, 1921 to 1927. 
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relation of potato supplies to prices has greatly increased the 
effect and importance of weather surpluses and deficits. Prices 
of potatoes change more with supply than do those of cotton. 

The supply-price relationships for corn and oats shown in the 
above chart are very nearly the same. They illustrate very 
clearly the effect of ease of sustitution on the relation of supply 
to price. The relationship for oats was worked out by Dr. Hugh 
B. Killough and published in Department of Agriculture Bul- 
letin 1351, ‘‘What Makes the Price of Oats.’’ The one for corn 
is from an unpublished report by Dr. Hutzel Metzger of the 
Department of Agriculture. The prices of both corn and oats 
change at about the same rate as supply. When oats production 
is 10 per cent above normal, oats prices are on the average about 
11 per cent below normal. 

The relation of wheat prices to production of wheat in the 
United States is from an unpublished report by E. M. Daggitt, 
of the American Cotton Grower’s Exchange, which he worked 
out while with the Department of Agriculture. This relationship 
is very different from that of the other crops. A production 10 
per cent above normal depresses prices only 4 per cent below 
normal. If the rest of the world were also 10 per cent above 
normal, however, in wheat production, prices would fall much 
more, perhaps five times as far, or 20 per cent; almost as far as 
potato prices under similar circumstances. But when production 
in the United States falls far below normal, as in 1925, the 
domestic supply becomes short, tariff duties become effective, 
and prices rise very rapidly. 

This last phase of the relationship is of especial significance 
in considering schemes for raising wheat prices by limiting the 
supply sold on domestic markets. Apparently, with supplies 
10 per cent short, prices of wheat can be increased a great deal 
by reducing the amount sold on domestic markets very little 
more. Or, in other words, prices may be increased considerably 
without causing any marked decrease in consumption. 

As stated earlier, no one of these curves can be taken as very 
accurate and actual experimenting along these lines would reveal 
how poorly the curves describe the facts. 

Central market rather than farm prices were used in each 
of these analyses because they could be obtained for a longer 
series of years, and represent more nearly the same quality of 


i)! 
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product than an average of farm prices. The effect of this on 
the later analysis will be considered in its place. 

The striking feature about the above production-price rela- 
tionships is that when expressed in terms of percentages of 
normal they are rather close to straight lines.t That for wheat 
probably would be of this description if world production of 
wheat and wheat prices on the Liverpool market were taken in 
place of United States’ production and prices. For all the 
products except wheat, the amount of change in price from 
normal for any percentage change in supply from normal is 
nearly the same at all points along the curve. Or, stated in 
another way, a change in production from normal changes prices 
from normal about the same whether above or below normal, 
or close to normal or far from it. A consequence of this is that 
if the supply is reduced 10 per cent by holding when production 
is 20 per cent above normal, and this carryover is sold when 
production is 20 per cent below normal, the total value of the 
two crops should be the same or nearly the same. These applica- 
tions of the above supply-price relationships will be considered 
in more detail in the next chapter. 

When the results of an analysis such as the foregoing are 
reduced to the form of curves, they suggest that the relationships 
which they express have been determined with a high degree 
of precision. It should be made very clear that such is not the 
ease. All of the curves have a large element of possible error 
in them, partly due to inaccuracies in the data, partly to changes 
in conditions which make old relationships no longer exactly 
true, and partly to defects in the tools of the analysis.° 


EFFECT OF SURPLUSES AND DEFICITS ON GROSS VALUES 
OF CROPS 


The gross value of a crop of any size can be estimated from 
Chart 12 by calculating what percentage it is of a normal crop, 


4arlier analysis of prices of farm products often gaye more concave 
curves than those in Chart 12. Thus the early potato curves were all rather 
decidedly concave. Apparently, demand has changed in the case of potatoes. 
A better understanding of the method of fitting curves and lines to data 
has figured in the change in other cases. 

5 See the discussion of error in these curves in Dr. Mordecai Hzekiel’s 
paper published in the 1929 Proceedings of the American Statistical. Asso- 
ciation. 


102 AGRICULTURAL REFORM IN THE UNITED STATES 


reading the corresponding percentage of normal price from the 
curve for that product, applying this to the price at the farm 
for a normal crop in Table 8, and then multiplying this price 
into the volume of the crop. Table 8 presents the data for a 
normal crop of each of the five products; Table 9 the percentages 
of normal price for various percentages of such normal crops; 


TaBLE 8.—Propuction, Prick, AND VALUE oF A NorMAL 1928 Crop 


Estimated Estimated Estimated 


normal normal price | gross farm 
Crop Unit production | for normal crop| value of 
for 1928,* | in 1923-1927,+ jnormal crop, t 
millions cents millions 
Wihediteewe sty tas atte. Bushels 821 WETS Be 962 
GOrberer kote erie sree Bushels 2624 82.0 2152 
Oat eters stack. canes. Bushels 1318 42.0 554 
@Otton athe a eer. Bales 14.28 16.36]| 1114 
Potatoes ei Bushels 422 117.0 494 


* Read from trends of yields and acreage in earlier charts. 

+ From the 1927 Yearbook of the Department of Agriculture. 

t Normal crop multiplied by normal farm price. 

§ Average annual production, 1923 to 1927. 

|| Estimated December price of Middling Cotton with normal crop divided by 0.947, 
the average per cent that prices received by producers were of the New Orleans price from 
1909 to 1926. 


TABLE 9.—PERCENTAGE OF NORMAL PRICES FOR VARIOUS PERCENTAGES OF 
A Normat Crop or Corron, WHEAT, Oats, Corn, AND PoTaTors 


Rarcertare . Percentages of normal price 
of normal 
crop 
Cotton Wheat Oats Corn Potatoes 
120 —23.4 —8.8 —21.9 —19.92 —38 
115 —18.4 —6.3 —16.2 —14.94 —30 
110 —12.9 —4.1 —10.5 — 9.96 —21 
105 — 6.8 —2.1 — 5.8 — 4.98 —l1 
100 0 0 0 0 0 
95 + 7.6 +2.1 +5.7 + 4.98 +12 
90 +16.3 +5.4 +10.5 + 9.96 +24 
85 +26.0 +14.3 +16.2 +14.94 +42 
80 mtb (eer wil Myon ene ees +21.9 +19.92 


eS 
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and Table 10 the corresponding gross values. It is important 
to realize that the normal prices in Table 8 are prices at the 
farm. If they were central market prices, the gross values 
of crops obtained would be at the central market and not at the 
farm.® 


Taste 10.—Gross VaLuES oF VARIOUS PERCENTAGES OF A NorMAL Crop 
or Corron 


Total value (millions of dollars) 


Percentage 
of normal 
crop 
Cotton Wheat Oats Corn Potatoes 
120 1,024 1,053 519 2,069 364 
115 1,045 1,036 534 2,104 398 
110 1,067 1,015 545 2,130 427 
105 1,090 988 548 2,146 461 
100 1,114 962 554 2,152 494 
95 1,139 933 556 2,146 521 
90 1,166 912 550 2,130 551 
85 1,193 935 547 2,103 596 
80 T2222 (Ser eceapn tec 540 2,063 


6 Except in the case of potatoes, the ratios of United States’ farm 
prices to the central market prices used were about the same with small 
crops as with large ones, which. justifies the use of the foregoing method. 
Another method might have been to use central-market normals, compute 
values of the crops in the central market, and then deduct a flat amount 
per bushel or pound for the margin between farm and central-market prices. 
Trial demonstrated that the results by the two methods were very nearly 
the same if average United States’ farm prices were used as a basis for 
estimating farm values of crops; and no other values than these could very 
well be used. It is true that the farm prices used to give the United States 
averages represent deficit areas in considerable part. But farmers who 
have products to sell in these areas receive prices based on deficit condi- 
tions, and the average calculation is weighted according to the volume of 
production, the deficit areas figuring very little in them. Professors Warren 
and Pearson in their Cornell studies present data showing that when prices 
in surplus areas are compared with central-market prices, the margins 
tend to be the same in years of large and of small crops. Thus, Minnesota 
farm prices for wheat were 25.5 cents under New York City prices in nine 
small-crop years, and 25.0 cents under in nine large-crop years. Similar 
comparisons for corn and potatoes gave similar results (Bull. 466, ‘‘ Inter- 
relationships of Supply and Price’’). Such data suggest that the second 
method described should give the better results. But upon trial with 
United States’ average prices, the differences were only slight. 
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In Chart 13, the data of Table 10 are presented graphically. 
The differences between the curves for the five products are very 
striking. The wheat curve rises conspicuously with the larger 
crops; and the potato and cotton curves decline equally con- 
spicuously. Corn and oats crops not far from normal sell for 


CHART 13.—RELATION OF GROSS VALUES OF CROPS TO SIZES OF CROPS: 
Corn, Corton, WHEAT, OATS, PoraTorEs; UNITED STATES 
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the most money at the farm. Crops of cotton and potatoes still 
smaller than the short crops we now have would sell for still 
more money. How much shorter they could be before substitu- 
tions would cheek the rise in price and cause a decline in value 
cannot be told from available data. But that such a point exists 
is not to be doubted for a moment. Popular speakers on the 
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surplus question have not always appreciated this. As for wheat, 
crops larger than the present large crops would sell for still 
more money. This would continue until the United States’ crop 
was so large that it overwhelmed the world’s markets. 

It is necessary again at this point to state that these curves 
suggest more precision in the results than is justified by the data. 
There can be little doubt as to general direction of slope of 
the curves for potatoes, cotton, and wheat, but the slope indi- 
cated may be too much or too little. As for the curves for corn 
and oats, there is a large measure of uncertainty as to where 
the point of highest total value comes. 

It follows from the foregoing that, so far as gross receipts 
are concerned, cotton growers and potato growers should be 

anxious for low yields and bad weather, while wheat growers 
benefit from good weather and large yields. A crop of cotton 
15 per cent below normal would sell for $169,000,000 more than 
one 20 per cent-above normal. <A potato crop 15 per cent below 
normal would sell for $596,000,000 compared with $364,000,000 
for a crop 20 per cent above normal. Corn growers and oats 
growers should want neither large nor small crops—either is bad. 
A corn crop 20 per cent below normal would be worth about the 
same as one 20 per cent above normal, but a normal crop would 
be worth about $83,000,000 more than either. 

It also follows from the foregoing that whereas a wheat crop 
20 per cent above normal would be worth about $29,000,000 
more than a cotton crop 20 per cent above normal, a cotton crop 
15 per cent below normal would be worth around $258,000,000 
more than a wheat crop 15 per cent below normal. 

Chart 14 shows how the gross values in terms of dollars of a 
constant value, of the five crops have actually changed from year 
to year and over the whole period since 1890. The changes indi- 
cated are in terms of percentages of the values of the preceding 
year, as in Chart 10, so as to bring the five crops to a compar- 
able basis. The gross values of the wheat, cotton, and potato 
crops fluctuated most from year to year. The farm value of the 
potato crop in 1925 at Dee. 1 farm prices (not adjusted for 
price level) was $604,000,000 as compared with $263,000,000 for 
the 1924 crop. The cotton crop in 1926 at actual Dee. 1 
farm prices was valued at $983,000,000 as compared with $1,464,- 
000,000 for the preceding crop. Although the gross value of 
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wheat crops does not change so violently from year to year, the 
1924 crop was worth $387,000,000 more than the 1923 crop at 
actual Dee. 1 farm prices. 


Cuart 14—Gross VALUE or Crops or CorN, WHEAT, Corton, OATS, AND 
PoTaToES IN TERMS OF 1913 DoLuarRs, 1890-1928 * 


1890 1900 1910 1920 1930 
* Data for this chart Appendix Table D. 


EFFECT OF SURPLUSES ON THE NET VALUE OF CROPS 


Producers are more interested in the net value than in the 
gross value of their crops. Large crops ordinarily involve larger 
total expenses of production than do small crops, although lower 
expenses per bushel or pound. So far as differences in yields 
due to weather are concerned, marketing expenses increase with 
yields, while expenses for seed, fertilizer, labor for planting and 
care of crop, rent of land and depreciation remain practically 
constant. 

The rate at which harvesting and marketing costs vary with 
yields is different for different crops. This is made clear by 
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considering the different expenses for the different types of erops. 
The labor used per bushel for harvesting and marketing a large 
crop is usually somewhat less than for a small one. More labor 
is used in picking an acre of cotton yielding 200 pounds than 
one yielding 100 pounds, but not twice as much. The same is 
true of husking corn or harvesting potatoes. For wheat and 
oats, large yields use very little more harvest labor than do 
small yields. Even though more hours of labor may be needed, 
the actual expenses may not be increased at all. Many farmers 
do not hire labor. If the yield of a crop is large, they simply 
work longer hours. In 1924, only 28 per cent of the farmers in 
the South Atlantic and South Central states reported any labor 
hired. In the Wheat Belt states, Kansas, Nebraska, Minnesota, 
North and South Dakota, 62 per cent reported labor hired, and 
in the Corn Belt states of Iowa and Illinois 56 per cent so 
reported. Farmers who hire labor are likely to employ more 
when yields are high, and to get along without the usual hired 
labor when erops are very poor. The increase in expenses for 
harvest labor when yields are considerably above normal is prob- 
ably much greater than the decrease when yields are consider- 
ably below normal. Expenses for threshing and ginning vary 
from year to year closely with yields per acre, except where the 
cotton gins or threshing machines are owned by groups of farm- 
ers, or where the charges are by the hour. The increasing use of 
harvesting machinery is tending to reduce the effect of variations 
in yields on farm expenses. The cost of operating a combined 
harvester-thresher is very little greater with large yields than 
with small yields. The same is true of the use of mechanical corn- 
husking machines. As potato- and cotton-harvesting machin- 
ery is perfected, the expenses of producing these crops will come 
more and more nearly to a per acre basis regardless of yield. In 
general, therefore, the total expenses per acre for producing 
corn, wheat, cotton, oats and potatoes do not increase greatly as 
yields increase, and. hence the expenses per bushel or pound 
decrease rather rapidly. 

Although no satisfactory data are available showing how the 
two types of expenses vary with yields when combined, an idea 
of it may be gained by assuming that the average cost of thresh- 
ing wheat and oats in the United States is 5 cents per bushel, and 
of husking corn 7 cents per bushel, and that other costs remain 
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the same regardless of yields. On these assumptions, total farm 
expenses would increase and decrease as follows with changes in 
yield: 


i 


Changes in crop expenses 


Changes in yield 


Wheat, Oats, Corn, 
thousand | thousand | thousand 
dollars dollars dollars 


A|bove norm|al 


Percentage above normal: 20.......... 8,200 13,200 36,880 
Owe re ocrseee 4,100 6,600 18,440 

Blelow norm|al 
Percentage below normal: 10.......... 4,100 6,600 18,440 
PAO time ie oe 8,200 13,200 36,880 


For cotton and potatoes in the table following, the ginning ex- 
penses of cotton and one-third of the other harvesting and 
marketing expenses of both have been assumed to vary directly 
with yields: 7 


~ 


Changes in crop expenses 


Changes in yield 
Cotton, Potatoes, 
thousand dollars | thousand dollars 


Above | normal 
Percentage above normal: 20......... 32,928 10,094 
LOMAS 16,464 5,047 

Below | normal 
Percentage below normal: 10......... 16,464 5,047 
SO ome "32,928 10,094 


7 These costs were worked out as follows: For the absolute level of 
costs the average price of an average crop was taken, on the assumption 
that for a period as long as this, these should be nearly equal, with wages 
of management being included as a cost. There will be those who argue 
that this represents a too high level, and others the contrary of this. It 
gives results which are not very wide of the mark; and besides no other 
data are available that will serve the purpose in question. Moreover, it 


EFFECT OF SURPLUSES ON PRICES AND INCOMES 109 


So far as prices and gross values of any one crop are con- 
cerned, a large crop has the same effect whether due to favor- 
able weather or to a large acreage. But when one starts thinking 
of the farm business as a whole and of the expense side of the 
problem, one must make a distinction. A large acreage of wheat 
in a small-grain region ordinarily means a smaller acreage of 
_ oats or corn or some other crop. More winter wheat in the south- 
ern Corn Belt means less corn. More cotton ordinarily means 
less corn. Ifa corn erop 5 per cent above normal is reduced to 
normal, assuming normal yields per acre, and the same acreage 
added to a wheat crop 5 per cent under normal, the gross income 
from the two would be increased $54,000,000 (corn $6,000,000 
more; wheat $48,000,000 more). If it were added to a wheat 
erop 15 per cent under normal, the gross income from the two 
would be reduced $2,000,000 (corn $6,000,000 more; wheat 
$8,000,000 less). If the same decrease in corn acreage were 
added to a normal oats crop, again assuming normal yields, the 
gross value of both would be reduced $6,000,000. If it were 
added to an oats crop 15 per cent under normal, the gross value 
of both crops would be increased $15,000,000. Increasing the 
corn crop to 5 per cent above normal and taking the acreage out 
of a cotton acreage 15 per cent above normal would add $47,500,- 
000 to the gross value of the two crops (corn $6,000,000 less; 
cotton $53,500,000 more). 

Accompanying these shifts in acreage would be some changes 
in costs. They might not be very important if each farm made 
only the 5 per cent shifts above assumed. But this is not the way 
shifts occur. Instead, a part of the farmers make rather large 
shifts and the rest make none. The corn crop takes more labor 
than the wheat crop, but less than the cotton crop. If only 
farnily labor were involved, the difference would be in how hard 
the family worked. But changing the proportion of crops may 
make the work pile up at certain seasons so that extra labor 


is not the absolute level, but the variations with size of crop that concern 
us. The separations of the total costs into those proportional to yield 
and those not were made on the basis of the data published by the United 
States Department of Agriculture 1927 Yearbook, pp. 1144 and 1145; 1926 
Yearbook, pp. 1135, 1138 and 1141; 1925 Yearbook, pp. 1215, 1212 and 
1209; 1924 Yearbook, pp. 1328, 1330 and 1334; 1923 Yearbook, pp. 1134, 
1135 and 1137, 
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may then be needed; or an extra team of horses may be required, 
or a tractor, if the crop is to be planted and harvested in good 
season. Existing machinery may or may not handle the enlarged 
acreage on any given farm. It is impossible to estimate the 
effects of these on costs because one cannot say on what farms 
the changes would be made; and if one could, the facts as to the 
labor, equipment, land, ete., available on these farms are not on 
record. What one needs to know is how much the total expendi- 
tures of the farms making the changes would be increased or 
decreased by them, so that this can be balanced against the 
increase or decrease in gross income from the two crops. 

Some of the land may be better suited to the present crop than 
to the one that is substituted for it—in which ease less than 
normal yields will need to be assumed. The change may affect 
the livestock enterprises which are built upon the crop enter- 
prises. These and a score of other factors may need to be taken 
into account in analyzing effects of changes in acreage. 

To the extent that an overplanting surplus results not from 
taking land from other crops, but from putting new land into 
crops, aS with wheat during the World War, and with cotton 
since, the costs that need to be balanced against the increase in 
gross value of the crop in question are those involved in growing 
the crop on this new land. Such land is likely to be poorer than 
that now in use; but methods based upon power and machinery 
may be developed that will enable such land to produce 
economically. 

Mention must also here be made of those elements in surplus 
which result not from more favorable weather or from a large 
acreage, but from using more fertilizer or better care of the crop. 
As in the production on new land, they add to the gross value of 
any one crop without affecting the supply of the others—except 
to the extent that they rob them of labor and capital. They add 
to expense much like crops grown ’on new land. Oftentimes it 
is cheaper to add to the product in this way than to break in new 
land. There is always competition between these two ways of 
adding to the product; and, in theory, they are kept more or 
less in line with each other. 

The change in the net values of crops accompanying various 
sized crops, in so far as these are due to weather and other 
uncontrollable factors, would be roughly as indicated in Table 11. 
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TaBLe 11.—Errecr oF WEATHER SURPLUSES ON Net VALUES OF Corn, 
Corron, Wuerat, Oats, aND Porato Crops at 1928 Pricks AND IN 
TreRMs or 1928 Normat Crops* 


(In millions of dollars) 


Percent. Corn Cotton Oats 
age of 
normal 
crop Gross | Ex- | Net | Gross| Ex- | Net | Gross} Ex- | Net 
value | pense | value | value | pense | value | value | pense | value 
80 2,063 | 2,079 | —16 | 1,222 | 1,085 | 137 | 540 | 531 9 


85 2,103 | 2,088 15 | 1,193 | 1,094 99 | 547 534 13 
90 2,130 | 2,098 32 | 1,166 | 1,102 64 | 550 537 13 
95 2,146 | 2,107 39 | 1,139 | 1,108 31 | 556 541 15 


100 2,152 | 2,116 36 | 1,114 | 1,118 —4 | 554 544 10 
105 2,146 | 2,125 21 | 1,090 | 1,128 | —38 | 548 547 1 
110 2,130 | 2,134 —4 | 1,067 | 1,134 | —67 | 545 551 =H 


115 2,104 | 2,144 | —40 | 1,045 | 1,142 | —97 | 534 554 | —20 
120 2,069 } 2,153 | —84 | 1,024 | 1,151 |—127 | 519 DO OS 


Percent. Potatoes Wheat, 
age of 
area Gross Ex- Net Gross Ex- Net 
crop 
value pense value value pense value 
85 596 485 111 935 963 —28 
90 551 488 63 912 965 —53 
95 521 490 31 933 967 —34 
100 494 493 1 962 969 = 7 
105 461 496 —35 988 971 17 
110 427 498 —71 1,015 973 42 
115 398 501 —103 1,036 975 61 
120 364 503 —139 1,053 977 76 


* The average value of crops is taken as measuring the average expenses of producing 
a normal or average sized zrop. This is slightly different from the usual assumption that 
expenses of production equal the value of a normal crop. It is, however, a more accurate 
assumption, since the value of a normal corn crop, for example, is greater than of either 
smaller or larger crops. 


It will be observed that the assumption has been made that the 
expenses and prices of an average crop are the same. If a lower 
level of expenses were assumed, all the plus net values would be 
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higher and the minus net values would be less. If a higher level 
of expenses were assumed, the opposite effect would be produced. 
The relative differences would be the same in all cases. The net 
values vary more than the gross values, because large crops have 
larger harvesting and marketing expenses to combine with the 
lower gross values of all but the wheat crop. 

While these estimates have been made as carefully as possible, 
it seems clear to the authors that they exaggerate the range in 
net values. Under the actual conditions under which harvesting 
operations are carried on, with much of the extra labor of larger 
erops furnished by the farm family, and power machinery being 
increasingly used, expenses probably do not increase at the rate 
indicated by the data. 

The gross and net values accompanying changes in size of 
crops due to shifts in acreages between this and other crops, or 
expansions on to new land, or contractions, or more or less inten- 
sive cultivation of the crops, cannot even be estimated roughly. 
In general, the costs accompanying such changes are more than 
proportional to size of crop, and have made the larger crops of 
cotton and potatoes still more unprofitable. They reduce the 
advantage from larger crops of wheat, and make large crops 
of corn and oats more undesirable than small ones. If the larger 
crops are due to using more fertilizer rather than planting more 
acres, these effects will ordinarily be less pronounced, sinee most 
of such additional production is this side of least-cost or highest- 
profit production. The cost line may rise not much faster than 
when the larger product is due to good weather. 


EFFECTS OF PRICES ON SUBSEQUENT PRODUCTION 


All of the foregoing analysis relates to the effect of size of 
erop on prices and income. Of equal significance in all programs 
for orderly production and marketing is the effect of prices upon 
the acreage planted, care of crop, and production in the year 
following and later. This sort of analysis is very difficult. The 
wheat acreage, for example, may have decreased for many reasons 
other than a relative decline in price, such, for example, as the 
following: increasing damage from pests and disease, increase in 
price of competing crops, improvements in varieties or adapta- 
bility of competing crops, increasing wages for harvest labor, and 
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improvements in machinery for handling competing crops. For 
any particular season, the acreage of corn may be affected by the 
peculiarities of the season; for example, a late spring may have 
reduced the acreage of small grain and increased the acreage of 
corn; or a hard winter may have killed out the winter wheat or 
the clover seeding. The type of autumn affects the acreage of 
winter wheat. Some of these variations can be measured statis- 
tically and ineluded in a correlation analysis; but some of them 
cannot. 

A second difficulty is that farmers do not know whether 
prices any given year really are high or low. A price may seem 
high, yet really be low for the volume of production. If it were 
possible to determine whether prices really were high in a given 
year in view of the production, and were continuing high for 
the next year or two, and producers were all aware of this fact, 
the response would be different from what it is now. Any 
response which is measured statistically must be in terms of the 
reactions which farmers habitually make in the present state of 
their enlightenment on the subject. They are not likely to judge 
two series of high prices alike, for the reason that no two such 
series will be altogether alike—they will vary in duration, level 
of prices, sequences of changes, and other accompanying cir- 
cumstances. 

The matter of duration is of prime importance. It is con- 
eeivable that a high price for 1 year only, especially if appar- 
ently to be accounted for by a low yield, would have no effect 
on the acreage of the succeeding year. With some crops, how- 
ever, high prices even for 1 year, and even though entirely due 
to yields, do seem to have produced tangible effects on subse- 
quent production. 

High prices for 2 years in succession will have a much greater 
proportionate effect, and for 3 years in succession, a still greater 
proportionate effect. The duration of the series is, therefore, 
probably as important as the amount of the change in price. 
What is wanted is the amount of response that follows the first 
year, the second year, the third year, ete. If the change in prices 
is merely temporary, lasting for 2 years, let us say, the response 
will be headed off before it has all happened. 

The time of the response will vary for different commodities. 
The acreage of an annual cash crop that requires little special 
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equipment or skill can be increased quickly. But if the shift 
requires reducing the acreage of feed crops needed for an estab- 
lished livestock industry, it will proceed much more slowly. If 
it requires largely revising a system of crop rotation, it will 
proceed more slowly. If the product is a continuous one, like 
milk, the output can be increased up to a certain point rather 
quickly by feeding more feed or better feed, and by milking 
cows that would otherwise have been slaughtered or turned over 
to the calves. A large increase, however, must wait upon the 
growing up of young stock. 

The response may be in terms of greater intensity in cultural 
practices, and the like, as well as in terms of increased acreages. 
Not till effect of prices on intensity is also included will it be 
possible to measure the full effect on volume of production. With 
annual crops, the immediate response will be mostly in terms of 
acreage; with perennial crops, such as orchard crops, it will 
be mostly in terms of intensity. The final response in both cases 
will be in terms of both acreage and intensity. 

The practical difficulty with this problem which will be most 
frequently pointed out is that it is possible by propaganda to 
modify greatly the effect of price changes. It is surely true that 
as time goes on, and this and related problems are better under- 
stood, and farmers learn from experience that production pro- 
grams recommended to them by responsible extension agencies 
are well founded, acreages will be greatly influenced by such 
means. But even this influence will in due time be more or 
less measurable. 

Attempts have been made to measure the amount and time of 
response of production to prices of cotton, wheat, corn, potatoes, 
and several other products; but none of the analyses is thorough 
and the results are all tentative. The nature of them ean be 
illustrated by Bradford B. Smith’s analysis of the problem for 
cotton. One of the first difficulties is the changing price level. 
Did growers respond the same to a 2-cent change in prices in 
1918 as in 1910? The answer is probably ‘‘yes’’ for the first 
year or two after price levels changed. Mr. Smith has assumed 
that growers adjust their reactions almost at once after changes 
in the price level, and has accordingly deflated all the prices by 
dividing them by the index numbers of the Bureau of Labor 
Statistics. Does a 2-cent higher price have the same effect when 
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it starts from 20 cents as when it starts from 11 cents? Mr. 
Smith has assumed ‘‘no’”’ in this case. His data are for the years 
1902 to 1926. For prices, he has taken the December average 
price of the March future as most likely to express the grower’s 
estimate of the price situation at the time he is doing his react- 
ing as to next year’s planting. His conclusions may be sum- 
marized as follows: 

An 18-cent price per pound (in 1913 dollars) in this period 
was followed on the average by a 6 per cent larger increase in 
acreage the first year than a 16-cent price. If the 18-cent price 
continued for a second year, the acreage of cotton increased 
12 per cent more than if the price was only 16 cents for the two 
years. A 13-cent price was followed by a decrease in acreage 
of only 2 per cent compared with a decrease of 5 per cent when 
the price was 11 cents. The continuation of a 11-cent price for 
two seasons in succession resulted in an acreage about 7 per cent 
smaller than a price of 13 cents for the 2 years. Taking all 
prices of cotton, an increase in the deflated price of cotton 2 
cents, or about 3 cents at the present level of farm prices, caused 
an average increase in acreage of around 4 to 5 per cent the first 
year, and close to 10 per cent the second year. 

These reactions are the sort that growers have made under 
actual market conditions, with prices constantly in a flux, with 
no general understanding as to whether changes in the price 
level, or simply the supply and carryover, or temporary demand 
conditions, or more fundamental conditions of supply and 
demand, have accounted for the price of cotton at the time. If 
growers knew that prices had definitely risen to a new higher 
level because of new commercial uses, or an effective tariff duty, 
the response would be much different. 

Professors Warren and Pearson of Cornell have published 
statements as to several other crops as follows: ® 

Potatoes: 10 per cent changes in prices result in 1 per 
cent changes in acreages the following year. 

Hay: 30 per cent changes in Dee. 1 New York farm prices 
changed acreages 2 per cent the following year, and 2 per cent 
more the year following. 

Corn: 25 per cent changes in farm prices of corn in Iowa 
resulted in 2 per cent changes in acreage the year following. 

8 Interrelationships of Supply and Price, Bull. 466. 


ty 
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Spring wheat: 25 per cent changes in prices tend to increase 
the acreages the following year 3 per cent, and the second year, 
5 per cent. 
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SURPLUSES OF LIVESTOCK AND LIVESTOCK PRODUCTS 


As already indicated, the production of livestock and live- 
stock products is more nearly under the control of farmers than 
the production of crops. The weather and other uncontrollable 
factors affect livestock production principally through changes 
in the quantity and price of feeds. When pastures are good, 
milk production increases and beef cattle make larger gains. 
When the production of roughage and grains is large, prices are 
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low and farmers feed more freely. Milk production increases 
and beef cattle, hogs, and sheep are fed to heavier weights before 
being sent to market. 

The full increase in production of livestock does not, of 
course, appear in the markets immediately following large crops 
of feed. Some of the feed goes into the growth of young heifers 
kept for milk and young beef cattle, and into enlarging the 


CHarT 16.—TRENDS AND DEVIATION FROM TRENDS IN NuMBER oF Dairy 
CaTTLE* IN UNITED States (1867-1927) AND SLAUGHTERINGS t OF 
CALVES (1901-1927) IN THE UNITED States } 


35 
30 
25 
wn 
5 
520 
2 
= 
fa 
m15 
= 
=) 
2 no 
10 16 & 
=| 
uoa 
o= 
5 a) Srl 
ane 
ee 
=) 
Oo ai 


0 
1867 1877 1887 1897 1907 1917 1927 


* On farms and elsewhere. 
+ Apparent consumption less imports plus exports. (Estimated live 


weight. ) 
+ Data from 1927 Yearbook of Department of Agriculture, Tables 408, 
422, 466 and 467. 


breeding herds of sheep, cattle, and hogs. Some time must 
elapse even before the effects appear on the animals fattening 
for the market. Some effect on milk production appears even 
in the first 6 months as a result of heavier feeding; but the full 
effects are 1 or 2 years in developing. The numbers of hogs 
and sheep are increased much more rapidly than the numbers 
of cattle. These circumstances are clearly reflected in the fluctu- 
ations in numbers of hogs, sheep, dairy and beef cattle on farms 
and elsewhere Jan. 1 by years from 1867 to 1928 shown in 


118 AGRICULTURAL REFORM IN THE UNITED STATES 


Charts 15, 16,17 and 18. The fluctuations in numbers of hogs are 
more frequent and more violent than those for the numbers of 
beef or dairy cattle. The numbers of sheep on farms show more 
extreme but less frequent variations than the numbers of hogs. 
The changes in the numbers of beef cattle on farms are more 
irregular than those for either hogs or sheep. There were major 
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peaks in numbers of beef cattle in 1894, 1907 and 1919, and 
smaller peaks in 1872, 1879, and 1901. The numbers of dairy 
cattle have increased more rapidly than the numbers of hogs and 
more steadily than the numbers of the other livestock. Since 
the first peak in 1894, the variations in dairy cattle have been 
rather regular, first a general downward trend from 1894 to 
1902, then an increase to another peak in 1907 to 1909, then a 
decline to 1913, ete. The continued upward trend from 1919 to 
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1925, accompanying a very marked downward trend for beef 
cattle, is no doubt due, in some measure, to a reclassification of 
beef cows as dairy cattle. 

The long-time trends shown in this chart are closely related 
to the agricultural development of the United States, changes in 
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demand, and the relative profitableness of livestock production 
as a whole. The general upward trend in numbers of dairy cows 
and swine indicates an increasing intensity of farming in the 
United States. The loss in numbers of beef cattle and sheep 
indicates the passing of the country’s frontier and cheap pas- 
tures. The World War undoubtedly was a factor in the unusu- 
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ally large increase in numbers of beef cattle and hogs from 1914 
to 1919; and increasing consumption of dairy products has been 
a factor in the continued increase in numbers of dairy cattle 
since 1919. 

Since 1900, data are also available as to livestock slaughtered. 
These are presented in the inserts on each of the foregoing 
charts. For hogs, the trends are the same as for numbers on 
farms; but not for beef. The slaughtering of beef has apparently 
increased while the number of beef cattle has been declining. 
The reasons for the differences are the inclusion in the beef 
figures of a growing amount of slaughtering of dairy cows, a 
fuller reporting of slaughtering, and the selling of beef cattle 
at earlier ages. Reported lamb and mutton slaughterings have 
increased slightly since 1900, for somewhat similar reasons. 
There is also evidence in these data that slaughterings increase 
in periods when herds and flocks are being reduced. The increase 
in slaughtering of beef from 1921 to 1926 is partly explained by 
the reduction in herds going on at the time. 

The major deviations from these trends in production of 
livestock and livestock products have probably been closely asso- 
' ciated with changes in relative profitableness. The peaks in 
numbers of livestock shown in the above charts have, in general, 
been periods of low prices and unprofitable returns. This is 
brought out more clearly when the prices of these products are 
adjusted for changes in the general price level. Periods when 
prices of hogs or cattle are high relative to the general price 
level are followed by periods when the reverse of these condi- 
tions maintains; and there seems to be a rough regularity about 
the occurrence of these periods, suggesting that the time it takes 
to expand and contract production is an important factor in the 
problem. Ezekiel and Haas discuss this subject as follows: ® 


When hog prices are high relative to corn prices, farmers are 
encouraged to increase their production of hogs. Although this increase 
in production takes place much faster than it does for most other live- 
stock, still some time is required. If hog prices have been good in the 
summer and fall, and corn prices relatively low, many farmers may 
decide to produce more hogs. They breed more sows (or gilts) that 
fall than usual. Next spring there is a larger crop of pigs. Not 
until after those pigs have been fattened and shipped to market—most 


9 “Factors affecting the Price of Hogs,’’ Dept. Agr. Bull. 1440, p. 22. 
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of them during the following fall and winter—do the actual market 
receipts become larger because of the more favorable prices during the 
summer and fall of the year before. For this reason it takes about a 
year to a year and a half for changes in relative prices to have much 
effect upon the number of hogs sent to market. 

Except during the war period, changes in the relation of hog prices 
to corn prices have been followed by similar changes in the receipts of 
hogs about a year and a half later. In 1906 and early 1907, hogs were 
high compared with corn; and in 1907 and 1908, receipts increased. 
In late 1907 and in 1908, hog prices were low compared with corn; 
and in 1909 and 1910, there was a marked falling off in hog receipts. 
After the war the same relation was again apparent; the high hog 
prices (relative to corn) in 1921 and 1922 were followed by increased 
hog receipts in 1923 and 1924, and the low prices of 1924 by reduced 
receipts in late 1925. 

Unfortunately, however, this tendency of farmers to readjust their 
production to the price always seems to carry them too far in the other 
direction, because of the piling up of the changes before they are 
reflected in market receipts and in prices. Thus, in the spring of 1906, 
when hog prices (compared with corn prices) became favorable for the 
first time in several years, farmers increased the number of sows bred 
for fall farrowing. During that fall and winter the increased breed- 
ings had as yet had no effect on the market receipts or on the prices, 
and so with continued favorable prices breeding droves were still fur- 
ther increased in the fall of 1906 and the early spring of 1907. Then 
in late 1907 and 1908 these accumulated increases began to show up 
in larger and larger market receipts, prices were forced down, and con- 
ditions were once more unfavorable to hog production. 

This explains the more or less regular “cycles” which have charac- 
terized hog prices ever since records have been kept. Starting with a 
period of corn and hog prices favorable to hog production, farmers 
breed more sows, and continue to increase their breeding stock so long 
as the current price relation is favorable, ignoring the fact that by the 
time the pigs will be ready for market the relation may have changed. 
Then when this accumulated increase in breeding finally appears as 
market receipts, the market for hogs is soon oversupplied, and hog 
prices become unfavorable. Hog producers begin to contract their 
breeding. But for some time thereafter the surplus of pigs resulting 
from the previous heavy breeding continues to reach the markets and 
hold prices low, and farmers continue to reduce breeding herds, in spite 
of the fact that the reduction in breeding stock already made will 
reduce the pig crop enough to bring hogs back to a profitable basis. 

So the “cycle” tends to be self-perpetuating, each period of rela- 
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tively favorable hog prices causing too great an expansion in produc- 
tion before prices become unprofitable, and each period of relatively 
unfavorable prices, which in the past has inevitably followed, causing 
too great a reduction in breeding before favorable prices are restored. 

The basic reason for the continuation of the hog-production cycle 
has been failure of producers to look ahead. Because corn is high and 
hogs are cheap right now is no reason to conclude the same situation 
will hold next year. There is no way to judge the future by the past. 
But apparently most hog producers have been so shortsighted in their 
view of the past that most of them have thought, or at any rate have 
acted on the assumption, that one year would be followed by another 
just like it, rather than by another just like those which previously had 
followed years when conditions were similar. 


The time between periods of high prices for hogs is shorter 
than for cattle principally because of the larger number of 
pigs in a litter and the shorter period of maturity. Sheep mature 
about as rapidly as hogs, but reproduce less rapidly. 

A statistical analysis’ of the relation between feed costs, 
price of milk and monthly receipts of milk and cream at all 
dairy plants in Vermont from 1917 to 1926, inclusive, showed 
that: 


For the winter period (November through April) an increase of 
10 per cent in the ratio of milk prices to feed prices for the average 
of the last 12 months caused, on the average, 9 per cent increase in 
milk production 6 months later, and 2 per cent increase 18 months 
later. For the summer period, an increase of 10 per cent in the same 
ratio caused 7 per cent increase in production 6 months later and 5 per 
cent increase 18 months later. For both the summer and winter 
periods, therefore, the maximum effect on milk production came about 
a year later than the center of the prices which caused it, with some 
effect persisting until two years after the middle of the year for which 
prices were averaged. 


It is clear from the foregoing that there is then a definite 
relation between livestock production and the prices of these 
products relative to cost, but it is clearly prices and costs at 
some earlier period. The periods of high prices and low prices 
are longer than for crops because of the longer time required 
to increase and decrease production. 


10 WILLIAM A, SCHOENFELD, MORDECAI EzEK1EL and others, ‘‘ Marketing 
Milk and Cream in New England,’’ Dept. Agr. Circ. 16. 
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Chart 19 shows the way in which prices of beef, pork, and 
mutton, and all meats combined vary with the supplies of these 
which come upon the market. Prices change much less with a 
given change in supply than in the ease of crops, as is indicated 
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by the gentler slope of the lines. The reason for this is that 
there are more substitute products for each kind of meat than 
for wheat or potatoes. When the price of pork rises, consumers 
shift to beef, mutton, or chicken. According to the chart, a 10 
per cent increase or decrease in market receipts of hogs is accom- 
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panied by only a 6.2 per cent increase or decrease in price. This 
relationship apparently remains the same regardless of the 
amount of the supply. The same is true for dressed lamb except 
for supplies larger or smaller than shown in Chart 19. Within 
the range covered by the chart, a 10 per cent increase or decrease 
in the supply of lamb is accompanied by-a 6.5 per cent change in 
price. The comparable figure for beef is 5.0 per cent; and for all 
meats combined, 14.6 per cent. Thus the price of pork changes 
most with a given change in supply, and the price of beef least. 
This is because pork is the least expensive form of meat, and 
most likely to be purchased by people in poor or moderate cir- 
cumstances. The price of all meats combined changes much 
more like that of wheat and potatoes than does the price for any 
one class of meat considered by itself. 

If we take as normal for each kind of livestock the production 
indicated for 1928 by the trend lines in Charts 15 to 18, and the 
average price for what seems to be the last complete cycle of 
high and low prices (adjusted for changes in the price level), 
we obtain the figures for gross value of different percentages of 
normal production shown in Chart 20. 

The normals thus derived were as follows: 


Normal Supply, Normal Price, 
hundredweight dollars per hundredweight 
IOgsiee cto 143,160,000 10.21 
Beef cattle.-....... 140,170,000 7.36 
Lamb and mutton. . 13,070,000 9.64 


The relationships between supply and gross value resulting 
are like that for wheat: total value increases with supply. This 
means that the larger supphes generally sell for the most money. 
But the experience of the postwar years seems to point somewhat 
in the opposite direction. Unfortunately, not enough years have 
passed to furnish an adequate basis for such a conclusion, 

Expenses of production, however, increase more rapidly with 
increases in supply than in the ease of crops. The periods of 
heavy production of livestock are more like the periods of large 
acreage of crops than they are like the years when weather is 
favorable. This means that the total cost curve rises rapidly, | 
proportionally to volume of production. There is even good 
reason to believe that the larger volume of production has higher 
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unit costs. Let us consider the case of beef production first. A 
large production of cattle either takes land and feed away from 
other livestock or reaches out onto poorer pastures. Because 
periods of large and small production succeed each other, the 
young stock fed in the first part of the period of declining prices 
has been brought into the world and raised to fattening stage in 
a period of high prices for feed and high market value of the 
breeding stock. At the other end of the movement, low-cost 


CHART 20.—RELATION OF SUPPLY TO GROSS VALUE OF Hogs, BEEF CATTLE 
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young stock is available for fattening and sale at rising prices. 
Between these two ends of the movement will be a considerable 
period when only the relative cost of feed and prices of fattened 
stock will figure in the situation. An offsetting influence is that 
the increased rate of feeding when feed is cheap and beef high- 
priced results in larger gains per pound of feed. It no doubt 
also induces marketing at earlier ages, which is equally econom- 
ical. The net effect of these contrary influences is an increase in 
costs at least proportional to volume, and probably somewhat in 
excess of this, 
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In the ease of hogs, it has already been shown how the lag 
of a year to a year and a half in market receipts behind a favor- 
able corn-hog ratio results in a period when feed is scarce relative 
to the supply of hogs, and a succeeding period when the reverse 
is true. This results in costs more than proportional to volume. 
The hog farmer who produces his own feed is interested prima- 
rily in the price which he gets for his feed when he sells it in the 
form of hogs. If the combination works out so that he has a 
relatively large supply of feed when prices of hogs are high, and 
this large supply of feed is due to favorable weather, then he 
receives a high return on relatively low-cost feed production. 
When the combination is the reverse of the foregoing, with feed 
searce and prices of hogs low, he is in a position as unfavorable 
as the other was favorable. There is evidence to indicate that 
successions of good and bad corn erops are definitely related to 
the so-called corn-hog cycle, and that the large and small crops 
are mostly in the nature of weather surpluses. The gains and 
losses resulting are partly offset by the fact that growers feed 
their hogs to heavier weights when feed is cheap, with resulting 
larger inputs of feed per pound of gain in weight of the hogs; 
and that the opposite happens when feed is high. To the extent 
that the extra feed is due to larger planting, the unit costs of 
feed will tend to be higher and the advantages of high prices for 
hogs less pronounced. The short crops may, in part, have 
resulted from growing corn on fewer acres and these the ones 
best suited to corn. Another factor is that the pigs which a 
grower has ready for fattening when the volume is increasing 
have been produced at a high eost because the sows reserved 
for breeding could have been sold at a good price earlier. The 
conclusion from the foregoing must be that if a curve of costs 
were combined with that of gross values for hogs in Chart 20, 
it would rise much more rapidly, and that the large production 
would show a net loss. This relationship will be less pronounced 
to the extent that large supplies of feed and low prices of hogs, 
and the contrary, short supplies of feed and high prices of hogs, 
occur together, as they do every once ina while. This conclusion 
will hold whether the farmer grows his own feed or buys it. 

Lamb and mutton cost curves should rise almost as rapidly 
as those for beef cattle, for reasons very similar but suggesting 
hog production in a few particulars, 
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With dairy cattle, the habit of most farmers to underfeed 
enters into the analysis. When feed is scarce and high priced, 
they are especially likely to underfeed. This has the effect of 
making unit costs higher than they otherwise would be in periods 
of short crops, and the contrary of this in periods of large crops. 
Other factors resemble those for meat types of livestock outlined 
above. The combined effect is that the cost line for dairy prod- 
ucts does not rise as rapidly as that for meat animals. 


CONCLUSION 


The effect of the size of the crop upon the gross value of it 
depends upon the slopes of the curves showing the supply-price 
relationship. No curves yet determined are sufficiently accurate 
to enable one to estimate gross values with much precision. 
Nevertheless, the conclusion seems entirely safe that within the 
ranges of sizes that we have been experiencing the gross values of 
cotton and potato crops have decreased with size, the gross values 
of wheat crops have increased with size and probably those of 
corn and oats crops have decreased in both directions from near 
the middle, although the data as to the latter are by no means 
conclusive. The gross value of annual meat production of all 
types has increased urith volume, but at a diminishing rate; and 
the scanty postwar data point to a present tendency in the other 
direction. Crops of cotton and potatoes could be so small that 
they would have smaller gross values than any yet grown; and 
volumes of livestock production could be so large as to sell for 
a smaller gross value than the large ones now marketed. 

The information as to variation in expenses with volume of 
production is even less satisfactory than that for prices, but it 
justifies saying that in so far as variations in size of crops are 
due to weather and related factors, the total expense of them 
increases with size, although by no means proportionally to it. 
This has the effect of increasing the apparent advantage of small 
crops of cotton and potatoes and of large crops of wheat, and 
of shifting the advantage in corn and oats crops somewhat toward 
the smaller crops. The increases in sizes of crops due to expand- 
ing their acreage, whether by bringing new land into crop use or 
by taking land away from other crops, are likely to result in 
costs more than proportional to size, and increase the disadvan- 
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tage of the larger crops of cotton and potatoes, decrease further 
the advantage of the large crops of wheat, and shift the advan- 
tage still more toward the small crops of corn and oats. Increases 
in sizes of crops due to using more fertilizer and labor on the 
same acres, as long as they add less to expenses than they do to 
the values of the crops, affect net values much like weather fac- 
tors, except that they increase the total expenses more rapidly. 

A preponderance of elements entering into the relation 
between volume of livestock production and costs points in the 
direction of costs rising more than proportionally to volume; and, 
hence, largest net values with the smaller volumes, though prob- 
ably not with the very smallest volumes. 

The variations in gross and net values of crops and livestock 
with volume of production are considerable, but by no means as 
ereat as one would judge from popular discussions of the sub- 
ject, which focus attention too largely on prices and not on 
incomes, and upon the very exceptional years. 


CHAPTER V 
GAINS FROM HOLDING OVER TILL LATER YEARS* 


The preceding chapter has indicated the extent to which 
producers of farm products find their gross and net incomes 
varying because of differences in the sizes of crops and volume of 
livestock production from year to year, with prices and market- 
ings as they are under the functionings of our present market- 
ing machinery. It is now being freely asserted that these varia- 
tions in incomes can be reduced if special agencies are estab- 
lished for the purpose. The procedure suggested is to carry over 
a larger proportion of large crops to the next year or two, as 
need be. The assumption is that private agencies are at present 
overlooking opportunities for profits by increasing the carry- 
over in such years; or that a large governmental or quasigovern- 
mental agency would have some special advantages not now 
available to private agencies. The purpose of this chapter is to 
consider these possibilities. 

At the outset, a number of distinctions need to be carefully 
made. The first of these is between the gains and losses which 
the growers might make in different years from having prices 
raised and lowered by increasing the carryover; and the gains 
and losses which the agency might make which handled the 
carryover. If a cooperative association including all the growers 
were to handle the carryover, it would make no difference, in 
theory, at least, which made the losses and gains. If the associa- 
tion lost, it could assess its members, or recoup itself from 
reserves withheld from previous crops. But such an associa- 
tion is inconceivable and, hence, the agency handling the carry- 
over must stand on its own feet or else have its losses guaranteed 
by the government. 

Second, one must decide definitely upon the control of the 
carryover. If a private agency were to decide to buy a million 


1The analysis in this chapter was developed by Henry I. Richards. 
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bales of any large cotton crop and hold it until the price was 
higher, this would still be part of the current supply and would 
affect the price much the same as if the agency had not made the 
purchase. Everybody would know that the million bales was 
available and would come on to the market any time the price 
rose enough to yield a profit to its owner. If, however, a govern- 
ment agency were to purchase the million bales and proclaim 
at the same time its intention to withhold it from the market until 
the next season, the effect on the present year’s prices would be 
somewhat different. The mills and the dealers would add it to 
the supplies to be available next year in place of to the pias 
available in the same year. 

But the mere purchase and holding of a million bales over to 
next year by a public agency might, in itself, affect carryover 
and prices very little. The world carryover of American cotton 
of the 1927 crop was 4,900,000 bales; of the 1926 crop, 7,758,000 
bales; and of the 1925 crop, 5,501,000 bales. Having had a pub- 
lic agency buy a million bales of any of these crops would still 
have left an abundant supply for the current year’s consumption. 
We cannot assume that the regular dealers would have carried 
over their usual supplies. Instead they probably would have 
contracted their purchases by a large fraction of the million 
bales; perhaps by all of it. If prices had risen when the public 
agency started its buying campaign, this would have been a signal 
for them to stay out of the market till the publie agency had quit 
buying, for they would have realized that what the agency 
bought to hold in storage must come onto the market the next 
year. 

The only way that a public agency could increase the carry- 
over would be to buy heavily enough to more than offset the 
reduced purchases of the regular dealers. It is impossible to fore- 
cast what amount would be required for this. It is conceivable 
that the agency might have to buy up a large part of the earry- 
over, and the dealers would confine themselves to buying for the 
current year’s consumption. Before buying cotton to ecarry- 
over, they certainly would weigh carefully their bids against 
their costs of carrying and next year’s probable prices. 

It is apparent from the foregoing that any discussion of the 
effects of buying and holding by a quasipublie corporation and 
any other type of agency is largely conjectural. We can proceed 


GAINS FROM HOLDING OVER TILL LATER YEARS 131 


with it only by making assumptions. One of these ean be that 
the purchases by the corporation do not affect the level of prices 
this year or next year. This would be the case if they were 
small and did not increase the carryover. In this case, the grow- 
ers would make no direct gains from higher prices in the year 
of purchase, or losses in the year following. The corporation 
itself would make all the gains or losses; but it would pass these 
back to the member cooperatives if it were set up on this basis. 
The other assumption is that the corporation can and does buy 
so heavily as to increase the carryover and raise prices to grow- 
ers this year. 


GAINS WITH NO INCREASE IN CARRYOVER 


Dr. Mordecai Ezekiel of the Bureau of Agricultural Eeo- 
nomics of the Department of Agriculture has carefully analyzed 
the possibilities of gain from holding cotton and wheat on the 
first assumption.” He has assumed 500,000 bales of cotton and 
100,000,000 bushels of wheat as amounts that a corporation 
could purchase without affecting prices at time of purchase or 
sale. In the period from 1900 to 1927, leaving out 1915 to 1920 
as abnormal, there were 7 years when cotton prices were so much 
below the usual trend that there might have been ‘‘a reasonable 
possibility of selling at a profit within the next year.’’ These 
years for cotton were 1901, 1902, 1911, 1920, 1921, and 1926. 
There were five such years for wheat, 1906, 1912, 1913, 1922, and 
1923. Dr. Ezekiel concludes that the corporation would have 
obtained returns from the several cotton operations ranging from 
$4,000,000 to $18,000,000 profits above storage and interest (at 
6 per cent); and ranging from $4,000,000 loss to $18,000,000 
profit on the several wheat operations. But these were years in 
a period when the general level of prices of farm products was 
rising, especially the prices of wheat and cotton. From 1890 
to 1914, cotton prices rose an average of about 0.75 cent per 
pound per year, or half as much as the cost of holding. Com- 
paring 1926 to 1928 with 1910 to 1914, cotton prices at New 
Orleans have risen an average of a half cent per year. Such 
an increase in cotton prices can hardly be expected to continue in 


2A paper read before the American Farm Economic Association, 
December, 1928. 
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future years. The expansion of cotton production in Texas and 
Oklahoma, together with the improvement in cotton harvesting 
and cultivating machinery, point rather to an increasing produc- 
tion of cotton and a downward trend in prices. 

The selection of years in which to do the storing has much 
to do with the gains and losses from holding. One does not 
know one year what the yields will be the next. If the yields 
following a large crop turn out to be poor, notable gains will 
be made; if the reverse, equally large losses. Dr. Ezekiel did not 
choose 1925 as a year in which to figure gains from holding cot- 
ton. There is no reason why a corporation might not have 
chosen it. The average price of cotton on the New Orleans 
market in that year was only 1.8 cents per pound above the price 
in 1921—one of the years Dr. Ezekiel selected for storing cotton 
—and was 4.5 cents per pound below 1924 prices and 10.6 cents 
below 1923 prices. If 500,000 bales of cotton had been pur- 
chased in 1925 for sale in 1926, the loss from decline in price 
alone would have been $12,500,000. Storage and interest charges 
would have increased the loss to $16,250,000. Wheat might also 
have been stored in 1921 with resulting heavy losses. 

The net profits estimated by Dr. Ezekiel above, if distributed 
to producers, would have raised the value of the cotton produced 
during those years by only 0.07 cent per pound, and the price of 
wheat by 0.10 cent per bushel. Such gains would not have helped 
farmers materially. A similar computation with oats gave sim- 
ilar results. 

It is quite evident, therefore, that to be effective in increasing 
the returns to farmers, the corporation would have to store 
sufficient quantities so that its action affected the level of prices. 

The conclusion would be different if it were possible for 
statisticians employed by the government to forecast acreage and 
yield better than private agencies are now doing it; or if the 
government were in a position to influence the acreage planted 
in the year following a large crop. This latter may be a real 
possibility and will be discussed later. So far as variations in 
production are due to shifts in acreage, the government may be 
in a somewhat superior position. 
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GAINS WITH CARRYOVER OF LARGE CROPS INCREASED 


Now let us turn to the second assumption, that purchases 
are made in sufficient quantity to increase the carryover, and 
probably decrease the consumption, in years of large crops. If 
acreage could be decreased in the year of such increased earry- 
over, the program would work out differently than under the 
conditions that actually have prevailed. The discussion at first 
assumes no such control but, instead, such acreages and produc- 
tion as in the past have actually followed such crop years. 

The possibilities of such a program depend upon the relations 
of supply and price shown in Charts 12 and 19. If these curves 
are right, what is really taken out of any year’s supply will 
raise the prices as they indicate and will lower prices as they 
indicate when added to the next year’s crop. Thus taking away 
enough of a cotton crop 20 per cent above normal to reduce the 
available supply to 10 per cent above normal would raise prices 
in that year by about 1.7 cents per pound. As already stated, 
what amount of cotton this would have to be cannot be told 
because no one knows to what extent the dealers would: reduce 
their purchases for storage. If we could assume that the dealers 
stored as much as before, then approximately 1,420,000 bales 
would have to be purchased. If these 1,420,000 bales were added 
to a normal crop of cotton the year following, prices would be 
reduced by about 2.1 cents a pound. If the dealers reduced their 
storage by one-half of the 1,420,000 bales, then the corporation 
would have to purchase 710,000 bales more. The effect on 
the prices in the two years would be the same whichever way 
it turned out. 

The slope of the curves of supply price is what determines 
the amounts of these increases and decreases in price. If a 
curve is almost a straight line, the amounts added one year 
and subtracted the next will almost exactly equal each other. 
Tf the curve has a different slope at different percentages of 
normal production, then the increases and decreases will not 
be equal. As already indicated, none of these supply-price lines 
or curves is accurate or well established. Hence, none of the 
conclusions based on the slopes of these curves must be taken 
as highly authentic. They must be taken as illustrating the 
principle involved, rather than as stating a conclusion. 
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What the grower is interested in is the combined effect on 
the two crops. Does what he gains on one offset what he loses 
on the other? In the final analysis, it is the combined net values 
rather than the combined gross values of his two crops that he 
is concerned with. We shall also assume that he is interested 
in the combination of his own gains and losses with those of 
the holding corporation. The corporation’s costs of storing the 
extra carryover must be charged against any profits, or added 
to any losses, from differences between the buying and selling 
_prices of the carryover. 
™ Any calculations of the effect of a program of enlarging 
the carryover must assume a crop of a certain size in the year 
taken and in the year following. The size of the two crops 
determines where on the curve for this product the increases 
and decreases must be figured. If the cotton crop the next 
year should turn out to be 10 per cent under normal, the 
1,420,000 bales extra carryover would reduce the price the next 
year by 2.67 cents per pound. If it were a large crop, 10 per 
cent above normal, it would lower the price next year by 1.72. 
cents per pound. Any demonstration of the gains and losses 
from enlarging the carryover with large crops must take account 
of the facts as to the kinds of crop years that actually do fol- 
low large crops. <A corporation having charge of such a pro- 
gram would have no means of knowing the size of the next 
year’s crop except to the extent that acreage is responsible for 
variations in it and that acreage can be forecasted. In the 
discussion following, the effects of enlarging the carryover will 
be considered with large, normal and small erops in the year 
following. 

Potatoes can be omitted from consideration, because of the 
large losses in storage when carried over from one year to the 
next. 

According to the relationships shown in Chart 12, the total 
value of crops like corn and oats would generally be increased 
by enlarging the carryover in years of large supply. The in- 
crease in price caused in the year of large crop by withholding 
10 per cent of it from the market would be exactly the same 
on the average as the decrease in price resulting when that 
amount was sold on the next year’s market. But when these 
prices were multiplied into the size of erop in the two years, 
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the result would be a larger value for the two crops combined. 
With a crop as short as 20 per cent below normal the year 
following, the growers and holding corporation could easily 
gain 1 cent per bushel from the operation. 


TaBLE 12.—EstTIMATED Gartns AND Losses FROM INCREASING THE CARRY- 
OVER OF WHEAT AND Corron 10 Per Crnt or A NormMat Crop IN 
Years OF LARGE Crops AND SELLING IN THE FoLLOWING YEAR 


(In millions of dollars) 
a a ee ee 


Percentage of Change in value of Gains and losses of 
normal crop crop holding corporation 
Crop 
Year of! year | First |Second| Both | PY [Holding 
pur | of sale| year | year | years chase sts Total 
chase and sale 
120 85 + 54] —100 | —46 +6 —21 —15 
Wheat. . | 120 100 + 54] — 39 +15 0 —21 —21 
f 120 105 + 54} — 42 +12 +2 —21 —19 
120 80 +147 | —194 —A7 +34 —15 +19 
Cotton. . 120 100 +147 | —150 | — 3, 0 —15 —15 
120 110 +147 | —134 | +13 —12 —15 —27 


The way in which increasing the carryover from a large 
erop of wheat or cotton would work out is outlined in Table 12. 
In all cases, a crop 20 per cent above normal is assumed for 
the first year, and enough is taken away—completely away so 
that it cannot come into the market again till next year—to 
reduce the supply to 10 per cent above normal. (The normal 
for wheat crop used was 821,000,000 bushels, at a normal price, 
1.17 cents per bushel. The normal for cotton crop used was 
14,200,000 bales, at a normal price of 16.38 cents per pound.) 
This would take 82,100,000 bushels of wheat and 1,420,000 bales 
of cotton. The effect of this extra buying is supposed to be 
like that of a rise in the demand schedule. The whole wheat 
erop of that year is supposed to be raised 5.5 cents per bushel 
in price in consequence, or $54,000,000 in total value. The 
corporation is supposed to pay this extra price for the wheat 
it buys, and all the growers to receive it too. The situation is 
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not just that of a smaller crop selling for more money because 
of a higher price, but that of the same sized crop selling at a 
higher price per bushel. The result is an increase of $54,000,000 
in the value of the wheat crop and of $147,000,000 in the value 
of the cotton crop. The corporation on these assumptions pays 
$92,000,000 for its 82,000,000 bushels of wheat, and $101,000,000 
for its 1,420,000 bales of cotton. 

If the year following has normal production and the 
82,100,000 bushels of wheat are added to the supply, the price 
is lowered 4.8 cents per bushel on the new crop, with the result 
that the growers receive $39,000,000 less for it. As a result of 
the carryover transaction, the growers have received $15,000,000 
more for the two erops. The corporation, however, has sold 
its 82,100,000 bushels of wheat for a total of $92,000,000, exactly 
what it paid for it. With carrying costs of $21,000,000, at 26 
cents per bushel, it has lost $21,000,000 from its transaction.* 

An important assumption is involved in both phases of this 
transaction ; namely, that all the wheat the first year is at once 
raised in price the “full amount, and all is at once lowered in 
the second year. The corporation might be able to buy con- 
siderable wheat at lower prices while prices were rising. If so, 
the corporation would gain, but the growers would not get the 
full increase in price allowed. In the year following, the extra 
carryover would be known and probably would depress prices 
from the start. To the extent that it did not, both growers and 
corporation would gain. These developments would change the 
results in the table very little. What they added to the cor- 
poration’s gains would be more than lost by the growers. 

Perhaps a more important assumption is that the dealers 
will not change the amount of their carryover the second year. 
Probably they would decide that with this extra supply un- 
loaded on the market, a larger carryover would be warranted. 
Consequently, one needs to go clear over to the third year to 
eatch all the depressing effects of such an enlarged carryover. 
These third-year effects are ignored in the analysis.+ 

If the crop in the year following is 15 per cent below 
normal, the price will be lowered 14.3 cents per bushel by the 
extra carryover—it will be $1.19 instead of $1.34—and the 


3 These carrying charges are explained in Chap. VI. 
#See discussion of this by Dr. Ezekiel in the paper above mentioned. 
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growers will obtain $100,000,000 less from their sales. The 
corporation will sell for 7.3 cents per bushel more than it paid, 
and make $6,000,000 in this way, which will partly offset its 
carrying costs. The comparable results, if the year following 
has a crop 5 per cent above normal are given in the third 
line. The growers would gain $12,000,000, but the corporation 
would lose $19,000,000. Thus, in none of these combinations 
would the extra carryover operations prove advantageous. These 
results are to a degree exceptional because of the bend in the 
wheat curve at 10 to 20 per cent above normal. If the extra 
earryover had reduced the supply of the first year from 15 to 
5 per cent, instead of from 20 to 10 per cent, the growers 
would not have made gains no matter what the size of the fol- 
lowing crop. The supply-price relationship is a straight line 
from 15 per cent above normal production to 5 per cent below. 

In the 42-year period covered in Charts 9 and 11, crops 5 
per cent or more above normal were followed by crops 5 per cent 
or more below normal in five occasions; by crops 5 per cent or 
more above normal in four occasions. 

A similar analysis for cotton shows no combination in which 
the growers could have gained, and one in which the corporation 
would have gained. The carrying costs used were 2.07 cents 
per pound. The extra carryover amounted to 1,420,000 bales, 
and it raised prices the first year by 1.72 cents per pound. 
The reductions in prices the year following were 3.42, 2.11, and 
1.72 cents for the three sizes of crops, in the order given in the 
table. No other possible combination of good years followed by 
poor years would modify these conclusions. In the period covered 
in Charts 9 and 11, crops 5 per cent or more above normal were 
followed by crops 5 per cent or more below normal in 7 years; 
and by crops 5 per cent or more above normal in 2 years. 

It might be interesting to apply this analysis to a few actual 
eases. In the 1926 to 1927 combination, when an 18,000,000-bale 
crop and 11-cent cotton was followed by a short crop of 
13,000,000 bales, due in a measure to the Mississippi flood, and 
20-cent cotton, the growers would have lost approximately 
$27,000,000 by increasing the carryover by 1,420,000 bales; and 
the corporation would have gained $4,000,000.° But in the 


5It may be estimated that the dealers would have increased their 
carryover 300,000 bales in 1927 if 1,420,000 more bales had been carried 
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1925 to 1926 combination of a large crop followed by a larger 
crop, the growers would have gained $102,000,000 and the cor- 
poration would have lost $51,000,000. Increasing the carryover 
from 1925 to 1926 by 1,420,000 bales would have reduced the 
1925 market. supply to about normal, but would have resulted 
in a very large market supply in 1926. In the 1911 and 1912 
combination of a crop 20 per cent above normal followed by a 
normal crop, the growers would have lost $600,000 and the cor- 
poration would have lost $900,000 in addition to an estimated 
holding cost of $15,000,000. 

The carryover of pork and pork products can be increased 
within certain limits, although it tends to be about the same 
from, year to year, reflecting, for the most part, the amount of 
these products in the channels of trade at the end of the season 
of large receipts. According to the curve in Chart 19, increasing 
the carryover, if it were feasible, so as to reduce a large supply 
from 20 per cent above normal to 10 per cent above norma! 
would increase the price of that year’s production by 5.0 per 
cent of normal, or add 6.0 per cent of normal to its gross 
value; and would reduce the price of a normal supply the 
year following 5.7 per cent of normal, and the gross value of it 
by 5.7 per cent of normal. Assuming a normal price of $10.21 
per hundred pounds for a normal supply of 14,316,000 pounds, 
the combined values would be increased $2,234,000. The 
corporation would sell at the purchase price and lose the cost 
of storage. If a normal production followed, the combined gross 
values of the 2 years would be $3,029,000,000 with present 
earryovers and $3,027,000,000 with the extra carryover. If a 
large production followed (10 per cent above normal) the com- 
parable results would be $3,080,000,000 and $3,087,000,000, and 
$7,014,000 loss for the corporation from decline in prices alone. 
The results for beef, neglecting for the sake of argument the 
difficulties and costs involved in‘ its carryover, would differ 
from those for pork in that the gains and losses would be slightly 
smaller. Lamb and mutton similarly analyzed would show 
results about midway between those for beef and pork, except 
for supplies larger or smaller than shown in the chart. 

What about the effects of a policy of continuing the earry- 


over from 1926; and this amount would have reduced prices in 1928 by 
0.5 cent per pound, equal to about $40,000,000 of gross value. 
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over when good crops follow a good crop? Suppose the cor- 
poration adopted the policy of increasing the carrying in years 
of crops 10 per cent above normal and selling only in years 
when crops were 5 per cent or more below normal. Since 1899, 
cotton would have been held 4 years on one occasion, 2 years 
on another and 1-year on seven occasions; and wheat would have 
been held 2 years on three occasions, 3 years on one occasion, 
and 5 years on one. Waiting 1 year extra for a small crop 
of cotton would result in a gain of $4,000,000 to the corpora- 
tion carrying over 10 per cent of a normal crop in any year 
when necessary. Waiting 3 years would have caused a loss of 
$11,000,000. Holding wheat over for 2 years in place of one 
and selling in a small crop year would have increased the losses 
of the holding corporation from $15,000,000 to about $36,000,000. 
The growers would lose by carrying over to a small crop year. 
Their interest would be in having the crop sold on top of the 
large crop in the first year following. 

It has already been pointed out that low prices for cotton 
tend somewhat to be followed by reduced acreages. The extent 
to which this has happened in the past has been fully allowed 
for in the above method of analyzing the problem. Without 
this relationship, there would have been fewer small crops fol- 
lowing large than actually occurred. With wheat, the tendency 
for acreage the year following to reflect prices is very slight, 
but whatever tendency there is has likewise been fully counted. 

Now we come to the possibility of reducing planting in the 
year following... Secretary Jardine has made a strong point of 
this in his arguments for stabilization corporations. The farm- 
ers can be definitely informed that the corporation is holding 
3,000,000 bales of cotton, and that the acreage must be reduced 
enough to make up for this, unless the growers want prices as 
low as those that would have prevailed in the current year if 
the carryover had not been enlarged. It seems probable that 
such a program could be made effective to some extent at the 
start, and more effective in succeeding years, although the ex- 
perience of the Department of Agriculture with its outlook 
reports does not justify any large hopes of this sort. 

Before allowing too much for it, even if it could be made 
effective, we must consider the possible advantages. Suppose 
that the acreage for cotton or wheat was reduced 5 per cent 
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of normal more than at present in years following large crops 
when the carryover had been increased 10 per cent as above 
indicated, so as to reduce the market supply from 20 to 10 
per cent of normal, and yields the following year were: (a) 5 
per cent above normal, (b) normal, or (c) 5 per cent below 
normal. The resulting production would be 4.5, 10, and 14.5 
per cent below normal. Cotton and wheat growers and the 
holding corporation would lose and gain as shown in Table 13. 


TaBLE 13.—EstTImaTep Gains AND Losses FROM INCREASING THE CA iRyY- 
OVER OF WHEAT AND Cotton 10 PER Cent oF NorRMAL IN LARGE-CROP 
YEARS WHEN ACREAGE Is aLso RepuceD 10 Per Cent or NoRMAL THE 
FoLtLowIne YEAR 


(In millions of dollars) 


Change in value of crop 
caused by carryover 
and acreage 


Gains and losses of 
holding corporation 


Percentage of 
normal crop 


Crop 

Year of Year | First |Second| Both Pur- Holding 

pur- : ; : chase a eConal 
of sale | year year | years costs 
chase and sale 

120 85 + 54] — 97} —43 +6 —21 —15 
Wheat { 120 90 + 54!] — 96 | —42 + 4 —21 —17 
( 120 95 | + 54] — 93 [>=39 | +2] —21 |] =19 
120 85 +147 | —125 +22 +24 —15 + 9 
Cotton | 19 90 +147 | —116} +31 +15 —15 0 
120 95 +147 |} —108 | +839 + 7 —15 — 8 


If a stabilization corporation could by increasing the ecarry- 
over in large crop years cause the same percentage decrease in 
acreage of cotton planted the following year, cotton production 
would be reduced and the total value of both erops increased. 
But acreage reduction following large crops is a separate pro- 
gram, capable of being undertaken without any reference to 
an enlarged carryover program. To the extent that it is pos- 
sible to reduce acreage in such years, gains can be realized 
from it, but they should be attributed to it and not to the 
carryover, except in so far as the extra carryover becomes a 
useful weapon to use in reducing the acreage. A powerful 
offsetting influence would be the disposition of the growers to 
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plant more in the year following merely because of the higher 
prices that had been made to prevail. If such a program was 
carried out successfully following several large crop years, the 
total value of cotton crops per acre would be increased. This 
would probably be followed by an increase in acreage in other 
years. Since the total value of the wheat crop increases with size 
of crop, there would not be the same gain to growers from 
reduction in acreage. 

The succeeding year’s livestock production does not fluctuate 
violently with the weather, but rather follows a short-time ten- 
dency to increase at certain periods and decrease in others. 
In general, a holding program would have to expect still larger 
production except in the downward turn in the cycle. One would 
judge from Charts 15 to 18, that larger production of beef 
could be expected in 8 out of 17 years when production was 
above the normal or trend line; of lamb and mutton, 7 out of 
17 years; and of pork, 4 out of 11 years. The effect of the 
carryover program under such circumstances would be to in- 
crease slightly the gross value of production for each 2-year 
period when the trend of production was upward, and reduce 
the gross value to producers when the trend of production was 
downward. The holding corporation, on the other hand, would 
lose when the trend of production was upward, but would gain 
when the trend of production was downward. 


GAINS FROM INCREASED CARRYOVER OF SMALL CROPS 


Although the advocates of enlarged carryover have not con- 
templated the withholding of larger amounts of short crops and 
selling them in the years following, nevertheless we must con- 
sider the effects of such a program if we are to be honest with 
ourselves. Table 14 presents the results of such an analysis. 
Take wheat for our first example. The normals used for wheat 
above were 821,000,000 bushels and $1.17 per bushel. On the 
average, a crop 5 per cent below normal would sell for $1.20 
per bushel. Decreasing such a supply to 15 per cent below 
normal would increase the price to $1.34. Adding this amount 
to a crop 10 per cent above normal would decrease the price 
to $1.07 per bushel. The gross value of the first crop would be 
increased $112,000,000, and of the second crop would be re- 
duced only $50,000,000, making a gain of $62,000,000. The 
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holding corporation’s losses on this program at 26 cents per 
bushel per year storage costs would be 53 cents per bushel on 
82,100,000 bushels or $44,000,000. The net gain to producers 
from both sources would be $18,000,000, or 1.1 cents per bushel. 
If the crop following proved to be a normal crop, the combined 
gross values would be increased $73,000,000 and the corporation 
would lose about $39,000,000. If the crop following proved to 
be short by 10 per cent below normal, the combined gross values 
would be increased $63,000,000. But the corporation would lose 
only $35,000,000. The gain from all sources would be 
$28,000,000. 


TasLe 14.—Estimatep GAINS AND Losses FROM INCREASING THE CARRY- 
OVER OF WHEAT AND Corron 10 Per Cent or A NorMAL Crop IN 
Smaui-crop YEARS AND SELLING IN THE FoLLOWING YEAR 


(In millions of dollars) 


Percentage of Change in value of Gains and losses of 
normal crop crop holding corporation 
Crop 
Year of Year | First |Second| Both Pur- Holding 
pur | of sale} year | year | years chase 1) costs Total 
chase and sale 
95 110 +112 | — 50 +62 —22 —21 —43 
Wheat. . 95 100 +112 | — 39 | +73 —18 —21 —39 
95 90 +112 | — 49 | +638 —14 —21 —35 
( 95 110 +204 | —134 | +70 —57 —15 —72 
Cotton. . | 95 100 +204 | —150 +54 —45 —15 —60 
95 90 +204 | —171 +33 —30 —15 —45 


For cotton, the results of a similar carryover program would 
be a net increase in gross value of both crops when large crops 
followed of $70,000,000 to the growers, and a net loss of 
$72,000,000, including carryover charges of 2.07 cents per pound, 
for the corporation. If normal crops followed, the comparable 
figures would be $54,000,000 and $60,000,000, respectively ; and 
if small crops followed, $33,000,000 and $45,000,000, respectively. 

It is highly probable that the dealers would increase their 
carryover the second year if such a program was followed, 
which would distribute the effects over 3 or even 4 years instead 
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of just the two, so that the gains would be considerably less than 
those here indicated. 

The reason for the foregoing results is that the slopes of 
the curves for wheat and cotton are such that making a short 
crop still shorter adds more to its value than making a large 
crop in the following year still larger subtracts from its value. 
The corn and oats curves would not work out this way. Those 
for beef, pork, and lamb and mutton would all result in a 
decrease in gross value for both years; but the corporation might 
make a small profit when production the following year was 
very small. 

It follows from the foregoing, that the way to raise incomes 
from the sale of many farm products is to enlarge the carryover 
not in years of large crops, but in years of short crops—quite 
contrary to the common belief. But this would wnstabilize the 
prices—make them higher in short-crop years and lower in 
large-crop years. The holding corporation would always lose 
money from such a program. It would buy high and sell low. 
If all the selling were handled by a huge cooperative associa- 
tion in which all growers were members, the losses could, in 
theory, be collected from the growers and the members would 
still have handsome gains left. But needless to state, the pro- 
gram would be one of monopoly practice, and would be subject 
to attack under the Capper-Volstead Act. If a government 
agency were to undertake such a program, it would need to 
set up high tariff barriers to keep products from coming in 
years when short crops were made still shorter. Also all the 
supposed ill effects of alternating high and low prices upon 
production, over- and under-planting, would appear. National 
consumption would also be uneconomically distributed—depri- 
vation in some years and waste in others. One would not want, 
therefore, to advocate such a program seriously. 


NET INCOMES AND CARRYOVER 


If the foregoing analysis were worked out in terms of net 
incomes in place of gross incomes, the conclusion would be the 
same as to the economy of enlarging the carryover of both large 
crops and small crops. But the distribution of growers’ net 
incomes between years would be rather different than that of 
the growers’ gross incomes. This can be illustrated by applying 
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the data for expenses of production of different-sized erops of 
cotton given in Chap. IV to the erops assumed in Table 12, 
above. The erop of cotton 20 per cent above normal would show 
a loss of $127,000,000, Carrying over 10 per cent of a normal 
erop in such a year would make it show a gain of $20,000,000. 
Thus, the carry over program would have made a large erop 
show a gain rather than a loss. A erop 20 per cent below 
normal at present sells for a price that gives a net gain of 
$187,000,000, Tf 10 per cent of a normal erop was carried over 
from the preceding year and added to this erop, the lower price 
resulting would convert the net gain to a loss of $57,000,000, 
Thus the assumed carryover program would reverse the net 
gains and losses from what they are now, just as it would the 
gross’ incomes; but the combined net gain of the two years of 
$10,000,000 caused by the carryover program would be changed 
to a loss of $87,000,000, and the differenee in net values of the 
two erops would be $264,000,000 under present marketing and 
$77,000,000 with the carryover program, <A carryover of 
1,186,000 in place of 1,420,000 bales would make the net values 
of the two crops about equal. If the erop following turned out 
to be another large one, 10 per eent above normal, net values 
the second year would be reduced from a loss of $67,000,000 
to a loss of $201,000,000. The differenee in net values of the 
two erops would be $221,000,000 compared with $60,000,000 
under present marketing. The higher prices caused by an in- 
erease in carryover in years of large crops would tend to offset 
the increase in expenses caused by large yields. Net values of 
cotton crops would tend to be more nearly stabilized from year 
to year than at present. 

The same carryover program applied to wheat would in- 
erease the fluctuations in net values from year to year. A erop 
of wheat 20 per cent above normal now shows a net profit of 
$76,000,000. Carrying over 10 per cent of a normal erop would 
make it show a profit of $180,000,000. Adding the inerease in 
carryover to a crop 15 per cent below would inerease the present 
loss of $28,000,000 to a loss of $1388,000,000. The difference 
in net value of the two crops under present marketing would 
be $104,000,000 and $263,000,000 with the carryover program. 
In order to stabilize net values of wheat, the carryover * must be 
increased in years of small crops, 
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TO STABILIZE INCOME 


The supposed objective of most programs of price, carryover 
and production control is to stabilize incomes. The program 
last described of enlarging the carryover in years of short erops 
would of course make gross incomes more uneven—except in 
the case of wheat crops, whose gross value it would stabilize 
as well as enhance, since the prices of short crops at present 
are not high enough to offset the lower volumes, and such a 
carryover program would make them more nearly so. It should 
be remarked at this point that the contrary program of enlarg- 
ing the carryover of wheat in years of large crops would have 
the effect of unstabilizing wheat incomes whenever the suc- 
ceeding crops were normal or below. For corn and oatg, the 
difference between the gross values and likewise net values of 
short and normal crops and large and normal corps is not so 
great as to make further uniformity a matter of moment. For 
the cotton crop, and other crops with a similar supply-price 
curve, the way to stabilize income is to increase the carryover 
in years of large crops; but gross and net values will be reduced 
at the same time. The growers of these crops need to choose 
between more stability of income or less income. Which will 
it be? 

The additional carryovers that would have been necessary to 
have maintained a constant, or nearly constant, trend in values 
of past cotton crops can easily be estimated by using the rela- 
tionships between supply and prices worked out by Bradford 
Smith, and presented in the curves given earlier. The problem 
is to determine what carryover would have left a crop that 
would have sold for the normal or trend values for the different 
years. What this trend value was for any year was ascertained 
by fitting a trend line to the values of nine preceding crops. 
This trend value so determined was divided by the actual crop 
of the year to obtain the price at which this size of crop would 
have had to sell to bring this trend value.° The difference 
between this price and the actual price at which the year’s crop 
was sold ig the basis for determining the increase or decrease 
in earryover that would have made the crop sell for the trend 
value. The following Table 15 presents the results of such an 
analysis for the years 1899 to 1927. 

6 See Appendix, Note A for explanation of method. 
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Tassie 15.—CHANGES IN CARRYOVER AND Prick oF Corton NECESSARY TO 
Have Yirtpep Movina Trenp VaALun or Cotron Crop Hacu YEAR, 
1899-1927 


a 


Par Farm price 
Stocks Actual price of necessary 
Increase, | Decrease,| at end |carryover cotton to yield 


Year |thousands|thousands} of year, | in U.S., 1 moving trend 
of bales | of bales |thousands|thousands value Dee. 1, 


of bales | of bales pound cents per 

pound 
1899 GS bare omer GSGeu|) caer 7.00 7.54 
1900 Wile carte Ze SOs F505) eivaoets 9.20 (howl 
1901 2606) |leaes ante 2,806)" {| seer ne 7.00 9.39 
1902 WARN |) deme ox Beet SB ooeccet 7.60 8.69 
TOOS*E Hiiegenacace: 1,482 2,37 5an| cata 10.50 8.75 
L904 "| aereperarctete 1,865 510 1,935 9.00 7.37 
LQO5 S| Panetaters 329 181 1,349 10.80 10.36 
L9OG. ets ors 178 3 1,515 9.60 9.41 
1907 MOM Zn | erteyeyee ieee 1,075 1,236 10.40 11.89 
1908 ge Sa Pe, crac 2,598 1,484 8.70 10.31 
1909 S2a- |tpeta catale 2,921 1,040 13.90 14.49 
TOTO rota, hav: 1,105 1,816 1,375 14.10 12.20 
1911 65004) Seearaate 2,466 rit 8.80 9.44 
OVO Salih ares edie ts 485 1,981 1,511 11.90 11.25 
ODS eal hteren, tries 756 1,225 1,833 12.20 11715 
1914 4257 9,| aaeonutel. 5,482 3,936 6.80 10.40 
1915 2, B00 | cara ae 7,837 3,140 11.30 14.88 
CONG ie | eee 603 7,234 2,720 19.60 18.35 
1D) Ti Zea | sergeant 1,880 5,354 3,450 27.70 22.65 
MOMMY I Socks 1,098 4,256 4,287 27.60 24.73 
TOT Osan! tartrate: 1,872 2,384 3,563 35.60 29.33 
1920 5; 4.60) | eee 7,844 | 6,534 13.90 22.53 
1921 351812.) eee 11,631 2,832 16.20 25.52 
PP AP Sowtituate 1,643 9,988 2,325 23.80 19.76 
SPAIN cleo foie 3,283 6,705 1,556 31.80 20.43 
2a |e tsnne ets 1,852 4,853 1,610 22.60 18.48 
2 ime | Meer ucve vias 999 3,854 3,543 18.20 16.64 
1926 3; 0.0 Lane epee 7,465 3,762 10.90 14.95 
1927 PAB eel Se ache ta 7,742 2,536 19.60 20.22 
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Changes in demand connected with the opening of the War 
in Europe rather than in supply account largely for the abnor- 
mal carryovers in 1914 and 1915. Similar disturbances arose 
following the World War. If supply alone had to be considered, 
the carryovers need not have been so large. A corporation 
handling the carryovers probably could not anticipate the de- 
mand changes at the start of a marketing season. 

The expenses which the corporation would have incurred 
from the additional carryovers, and its losses and gains from 
price changes, with the carryovers indicated in Table 15 above, 
would have averaged as in Table 16. 


TaBLeE 16.—AVERAGE ANNUAL REDUCTIONS IN Gross Corron INCoME FROM 
STABILIZING THEM FOR THE PERIOD 1899 To 1927 


(In thousands of dollars) 


1914 to 1927 
1899 to 1913 1914 to 1927] period, half 


period period, full carryover in 
carryover {1914, 1915, 1920 
and 1921 
I Oldin SECOStS eater. tetera ak 9,228 69,709 18,076 
Losses on purchases and sales. . 5,292 2,588 3,052 
Total corporation costs. ... 14,520 72,297 21,128 
Reduction in gross value of crop 1,810 13,471 14,327 
Motallossesustiee eke eee 16,330 85,768 35,455 
Percentage losses of gross value. 2.6 760) Din 


The estimates in Table 16 are not offered with any claim 
as to high authenticity. They do, however, make clear the 
nature of the problem; and they are surely to be relied upon 
to the extent that they indicate that the losses in gross cotton 
incomes from stabilizing them would be considerable. 

Certain assumptions are necessary to construct such a table. 
One is that the storage costs of the corporation would be as 
indicated earlier. A public corporation might borrow money 
at lower rates. Another is that the cotton carried over was 
all actually bought and sold at the prices indicated in Table 15, 
or as near to them as possible in years when the carryover on 
hand was insufficient to keep the price in line. Another is that 
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an increase in carryover would have the same effect on the price 
of cotton as a decrease of the same amount in the size of the 
cotton crop. This assumption should hold good if a stabiliza- 
tion corporation adopted the practice of buying or selling the 
amount necessary to establish a particular price in December 
and then held the balance on hand until the following Decem- 
ber. A fourth assumption is that the large stocks in the hands 
of the corporation would not tend to discourage planting the 
following year any more than the higher price received due 
to the extra carryover would tend to encourage it. 

A fifth and most important assumption is that the attempt 
to stabilize the value of cotton crops from year to year in this 
way would not result in a reduction of carryover in the hands 
of private operators. If there was a reduction, the corporation 
would have heavier carrying charges; but the carrying costs 
to the whole industry ought to be the same whichever assumed 
them. Continuous operations such as here outlined, directed 
toward stabilizing prices, should not affect the operations of 
private dealers in the same way as carrying over cotton only 
in years of unusually large crops. Nevertheless, the corporation 
would have to consider the possibility of changes in the earry- 
over in private hands. It would, in all probability, attempt 
to establish the desired price early in the marketing season and 
make purchases later only if prices sagged and the private carry- 
over was under normal for such a crop. 

In practice, the corporation would probably adopt the prac- 
tice of establishing a value in years of large crops slightly 
below the trend value. This would reduce the carryover neces- 
sary and at the same time facilitate the disposal of the earry- 
over within from 1 to 3 years. This would be especially neces- 
sary if there was a downward trend in total values of crops. 
A sharp downward break in demand or a sharp upward turn 
in production would test the plan severely. Gradual long-time 
changes could be handled easily. 

The corporation would have to bear the major part of the 
costs and losses from the stabilization program. According to 
the table, an assessment of 2.3 per cent of the value of the 
crop would have been needed to carry the corporation from 
1899 to 1918. This would have been about 0.2 cent per pound 
of cotton, The full carryover program for 1914 to 1927 would 
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have required an assessment of 1.2 cents per pound of cotton. 
Although the losses would be due to operations in certain years, 
the rational procedure would be to distribute them equally over 
all crops. The abnormal rise in price level from 1914 to 1927 
would have more than offset the normal losses in carrying if 
the moderate carryover program outlined in the table had been 
followed. 

The foregoing would stabilize only gross cotton incomes. 
But variations in net incomes would be greatly reduced. They 
would range from 3 per cent below to 3 per cent above normal 
value for crops 20 per cent below and above normal. <A system 
of carryovers that would more nearly stabilize net values could 
be devised if desired, but it would be still more costly. <A 
similar income stabilization plan for wheat would have to be in 
terms of amounts of short crops to carry over and sell in years 
of large crops. Gross incomes would be increased instead of 
decreased as with cotton; and net incomes would be more nearly 
stabilized than for cotton. But the holding corporation would 
lose larger amounts. 

The incomes stabilized would also be for all growers com- 
bined, not for individual growers. There would still be farmers 
having larger or smaller production than the average for the 
year, who would get larger or smaller incomes in consequence. 
But the variations in individual incomes would be greatly re- 
duced. 

Against the losses from stabilization of cotton incomes must 
be set some important advantages such as reduction of risks, 
more certainty of rent and interest payments, much smaller 
fluctuations in acreage, and lower costs of production. It is 
true that acreage is more responsive at present to prices than 
to gross and net values of crops, but it is sufficiently responsive 
to incomes to make them a useful medium for stabilization of 
acreage. It must also be recognized that with incomes of only 
part of the crops stabilized, there would still be shifts in acreage 
even of the stabilized crops. Whether these advantages are 
worth what they will cost is not demonstrable. The author 
inclines to the opinion that they are worth it. 

It is hardly safe to close this chapter without calling atten- 
tion to the fact that the prices which will stabilize the gross 
income of the various cotton crops will vary considerably from 
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year to year depending upon the size of the crop. There have 
been those who have advocated stabilization by fixing a definite 
price for all years. If this were done, gross values of crops 
would fluctuate much more than at present. Growers would 
be robbed of the benefit of high prices when crops are poor. 
This will be made very evident by the following data: 


Cotton Wheat Potatoes 
Value if Value if Value if 
Year Actual Sold at Actual Sold at Actual Sold at 
Value, ates age | Value, par ot Value, A ae 
in Millions Tce, _ jin Millions 1C€, _ lin Millions sing! 
1923-1927, ll 1923-1927, f Doll 1923-1927, 
pipollare in Millions oe in Millions $ ree in Millions 
of Dollars * of Dollars * of Dollars * 
1923 aL ase 978 736 948 325 453 
1924 1,541 1,314 1,123 1,028 263 460 
1925 1,464 1553 958 804 604 352 
1926 983 1,734 996 989 501 386 
1927 1,254 1,233 975 1,038 388 438 


* Weighted by volume of production, 


Summary.—One must conclude from the foregoing that the 
popular and commonly advocated programs of stabilization of 
prices by enlarging the carryover in years of large crops cannot 
be justified on the usual basis of increasing prices to growers. 
They would to some extent stabilize incomes from some products 
and do the reverse for others. They would reduce the gross and 
net incomes of the particular crop years involved. Control of 
the acreages in the year following, if it could be accomplished, 
would make such programs somewhat more effective. But con- 
trol of acreage in such years can be undertaken without a 
carryover program as well as with one, and the gains from it 
should not generally be attributed to the carryover. There is 
grave doubt whether enlarging the carryover would make easier 
a reduction of acreage the year following. 

Although such must be the conclusion for the commonly 
advocated stabilization procedures, it is entirely possible to work 
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out a program suited to the special nature of the supply rela- 
tionship for each product which will stabilize gross and net 
incomes to a large extent. It will reduce net incomes of the 
particular crop years involved, but the advantages of more stable 
production and incomes may easily outweigh the slight direct 
losses. Once such a program was put in operation, acreage 
would be easier to control. Yields would also be stabilized to 
some extent. 

There are other aspects of stabilization, such as its relation 
to so-called orderly marketing within the season, to commodity 
specialization, and to organization of producers for effective 
control of the marketing of their products, which need to be 
brought into the discussion. These are reserved for the later 
chapter on Stabilization Corporations. 


CHAPTER VI 


SEASON SURPLUSES AND GAINS FROM HOLDING 
DURING THE YEAR * 


Looking back over the market prices of nearly any season, 
farmers can see how their incomes might have been greatly 
increased if they had sold their products a little sooner or a 
little later. Sometimes wheat, corn or oats prices rise or fall 
5 to 10 cents per bushel in a single day, and hog and beef 
cattle prices as much as 50 cents to $1 a hundredweight. Wheat 
prices may be 50 to 60 cents higher or lower in the spring than 
in the fall; or the reverse of this. Prices of other farm products 
fluetuate in much the same manner. In 1920, according to 
Table 17, farmers sold only 42 per cent of their wheat in July, 
August, and September, when prices averaged 76 cents higher 
than during the remainder of the season. In 1917, they sold 
only 39 per cent of it in these months, and the price averaged 
12 cents lower during the rest of the season. In the 3 years 
when they sold 55 per cent or over of it in these 3 months, 
prices rose 3 cents in one year, 13 cents another, and declined 
3 cents in the last. Cotton farmers sold an average of 39 per 
cent of their cotton during August, September, and October in 
the 10 years from 1917 to 1926, the variation being from 29 to 
49 per cent. The 29 per cent was in the bad year 1920 when 
prices averaged 13.9 cents per pound lower in the later months 
of the year. They were fortunate in selling 49 per cent of it 
in the same 3 months in 1926, for cotton prices averaged 2.3 
cents lower in the later months. In 1919, they were also fortu- 
nate in that they sold only 32 per cent in the three fall months, 
as cotton prices averaged 3.4 cents higher in the later months. 
The data in the table make it clear that the growers sometimes 
sold freely when it would haye paid them to sell slowly, and 


1 The first draft of this chapter was prepared by Arthur N. Moore and 
Henry I. Richards. 
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sometimes when it was good business to sell as they did. Like- 
wise they held back in both the right and the wrong years. 


TABLE 17.—RELATION OF SEASONAL MARKETINGS OF CoTTron AND WHEAT 
To WEIGHTED AVERAGE Prick RECEIVED 
ee eee 


Wheat Cotton 


Weighted Weighted 

Year Per Cent | Weighted Average Per Cent | Weighted | Average 
Meacketod Average Farm Price Marketed} Average |Farm Price 

Farm Price,|Remainder| August, |Farm Price,|Remainder 


July, Aug. 

and Sept. Dollars | of Season, |Sept.,and| Cents | of Season, 
per Bushel} Dollars | October | per Pound} Cents 

per Bushel per Pound 
1917 39.1 2.13 2.01 36.8 24.6 28.6 
1918 55.5 2.05 2.08 BP2.33 31.0 27.8 
1919 55.9 2.13 2.26 31.9 32.9 36.3 
1920 42.3 2.27 1.51 29.3 25.6 ih. 7 
1921 3}. 74 1.05 1.04 39.9 17.2 16.9 
1922 46.3 94 1.02 47.3 21.0 24.4 
1923 47.7 .89 1.86 45.0 26.7 30.3 
1924 50.9 thle} 1.43 43.7 23.1 PPA 
1925 51.9 1.45 1.47 48.9 22.1 17.2 
1926 55.9 1.24 1.21 39.9 13.9 11.6 


Under the foregoing circumstances, it is not strange that 
plans for enabling growers to sell their products at more favor- 
able times in the year have figured prominently in the discussion 
of agricultural reform. The simplest and commonest notion 
on this subject is that farmers should be helped to hold their 
crops over till spring each year. There is, indeed, an upward 
seasonal trend in prices of farm crops, as shown in the fol- 
lowing Table 18. From 1883 to 1924, the average May price 
of No. 1 Northern wheat at Minneapolis was 10.4 cents above 
the average preceding September price. For middling cotton, 
the average of spot prices at New Orleans in June was 1.3 cents 
per pound above the average price for the preceding October. 
From 1891 to 1927, corn prices in May were 6.1 cents per 
bushel on the average above the preceding November price; and 
from 1909 to 1913 and 1921 to 1926, inclusive, potato prices 
in May were 15 cents above those of the preceding September. 


aj 
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These increases are scarcely enough to pay for the cost of stor- 
age, interest, and insurance at commercial rates;* but many 
farmers have sufficient storage space on their farms for their 
crops, and many need not consider interest on the value of 
their crop as a cost since they probably would not loan the money 
at interest during this period if they had it, and do not need 
it for productive purposes until the following spring and sum- 
mer. Keeping their money in grain or cotton may, therefore, 
be a way of increasing their incomes. For those who need the 
money to pay debts, the economy of holding would be indeed 
questionable. 


Taste 18.—Averace Montuaiy Prices or Cotton, WHEAT, CorRN AND 
PorTatTors *+ 


Cotton Wheat Corn Potatoes 
1900-1927, | 1883-1924, | 1891-1926, | 1909-1913 
Month Cents Dollars Dollars 1921~ 1926, 
per Pound | per Bushel | per Bushel Dollars 
per Bushel 
September......... 16.0 1.04 0.72 0.97 
Octoberay.ec. one 16.0 1.04 0.67 0.94 
November......... 16.3 1.03 0.65 1.01 
December......... 16.2 1.04 0.63 1.04 
Jemalinhiays < anos aoe 16.4 1.07 0.62 ay 
Blepriualyarerri csi 16.3 1.06 0.62 hea 
Manche ee aes ils oc 16.4 1.06 0.64 1.10 
AMOI Sater tsa, octsde: sgt 16.6 1.10 0.67 as 
LR a epee di ORME Bond 16.7 1.14 0.71 il 
JUMGs pa usenny see olan: oe iis 1.10 0.72 
ANU, ech onpeaciaircees ic 17.4 1.10 0.74 
INGUAUE I. c othooea vdoe 16.8 1.10 0.76 


* Cotton.— Middling Spot Cotton at New Orleans. 
Wheat.—No. 1 Northern Wheat at Minneapolis, by Borin, JAmus E., ‘‘ Marketing of 
Agricultural Products,” p. 219. 
Corn.—No. 3 Mixed Corn at Chicago, from Ann. Re'pts. Chicago Board of Trade. 
Potatoes.—Maine and New York State L. C. L. price per bushel to jobbers at New 
York. U.S. Dept. Agr., 1927 Yearbook, Table 213. 
+ These seasonal advances are higher than normal because they include a period of rising 
prices. : 


Furthermore, the failure of prices to rise enough on the 
average to pay storage costs does not prove that holding does 
2See Appendix, Note B, 
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not pay; but, on the contrary, suggests that income has been 
obtained from it in ways not apparent on the surface. If 
dealers have stored freely in the years when prices have risen 
and sparingly in other years, they may have made profits and 
the growers losses, even though average prices do not show it. 
Prices may have been lower than should be in some seasons 
because the growers have sold too freely; and higher than should 
be in others because the growers have held out for too high 
prices. It makes a difference who holds. the cotton when its 
price is rising, and who holds it when its price is falling. This 
chapter undertakes to test out various possibilities as to selling 
by the growers at such times as to realize better than the average 
price for the year. 


UNIFORM MARKETING 


The simplest method proposed for this is to sell the same 
percentage of each year’s crop at the same time each year. If 
this plan is followed, it will reduce the speculative profits of 
dealers from holding larger amounts at the right time. If the 
erowers obtain a larger average price as a result, it will be 
as a result of robbing the dealers of some of their gains from 
choosing better times to sell than do the growers. The test of 
this kind of a proposal must be application. It will produce 
gains for those who try it if it be a fact that dealers do gain 
as suggested. If a small group of growers had followed the 
practice of selling one-twelfth each month for the years 1890 to 
1927, they would have increased the average price for their cot- 
ton, over what they would have recewed if they had sold at the 
actual rate of marketing for the total crop of that year, by 
only 0.21 cent per pound; * their price for wheat only 2.5 cents 
per bushel, and their price for potatoes 2.3 cents per bushel, as 
shown in Table 19. These increases in prices would not have 


3See Appendix Tables C and D for data. If a crop were sold one- 
twelfth each month, the average price received would be a simple average 
of the monthly average prices. If it were sold at the prevailing rate of 
marketing, the average price received would be the weighted average of 
monthly prices (weights according to marketings). Therefore the differ- 
ences between the simple and the weighted averages indicate the gains and 
losses from selling one-twelfth the crop each month. The costs due to the 
longer storage period must also be included. 
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paid the commercial costs of holding the additional amounts of 
product. The average yearly price that cotton growers would 
have received would have been more than the actual prices in 
25 out of 38 years; but after estimated costs of holding for 5 
months were deducted, net gains would have remained in only 
9 years. A similar comparison for wheat shows that farmers 
actually received a higher average price in 8 out of 28 years 
than they could have obtained by uniform marketing under the 
above assumption. When holding costs at commercial rates for 
6 months are deducted, net gains could have been made in only 
3 years; and if only one-half these costs are deducted, in only 6 
out of the 28 years. Uniform marketing of potatoes would 
have yielded potato farmers a higher average price in 13 out 
of 20 years. The average increase of 2.3 cents per bushel for 
the entire period, however, is much less than the cost of storage. 


TaBLE 19.—EstTIMATED GAINS AND LOSSES FROM UNIFORM MARKETING OF 
WuamaAt, CoTron, AND PoTATOES 


Simple |Weighted| “Verge 


: , Average] Average 
Crop Unit Period Prices, | Prices, 


Cents Cents 


: Average 
Gain from Cost of) vet 


Uniform Holding, Loss, 

Market- Cents* Cents 
ing, Cents 
Cotton...} Pound |1890-1927| 14.20} 13.99 0.21 0.59 | 0.38 
Wheat. ..| Bushel }1899-1926] 129.00] 127.00 2.00 11.00 | 9.00 
Potatoes..} Bushel }1909-1927} 108.00] 106.00 2.00 


* Average estimated cost of holding cotton for 5 months and wheat for 6 months. 


The obverse of the foregoing is that if such a program had 
been carried out, the dealers would have gained from it, for 
although they would have paid a little more for their product, 
they would have saved more in storage costs. But, of course, 
they would have lost a large part of their business; and prob- 
ably the principal gains the dealers make are not from their 
holding, but from their merchandising operations which make 
the holding necessary. 

The foregoing analysis is in terms of what a small group 
of growers might accomplish by a program of selling at a uni- 
form rate. Ifa large proportion of the growers of any product 
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were to undertake such a program, the results might be different 
because the dealers, unable to obtain their accustomed volume 
of business in the fall, might bid a little higher and yield to 
the growers a part of their gains from their merchandising and 
storage operations. There is no way of proving this except by 
trial over a period. Such a selling program would require that 
the growers be rather strongly organized. 


HOLDING FOR A GIVEN PROFIT EACH YEAR 


Even if a program of uniform selling by a large organization 
did not raise prices relatively in the fall, this would not prove 
that there is no time of selling a crop that will return the 
growers more than they receive at present. Various other pro- 
posals have been advanced. One of these is to sell on the first 
date that the price rises a definite amount, decided upon in 
advance, above the price that could have been obtained in the 
autumn, plus the cost of holding; and if such a day does not 
arise, to sell upon a definite day regardless of the price on 
that day. Table 20 gives the data needed to determine the 
losses and gains from such a program for cotton. Average 
October prices are taken as the autumn price. Two dead-line 
dates are set, Mar. 1 and Aug. 1. The prices taken are the 
closing prices for Middling spot cotton, New Orleans and New 
York. The holding costs are those cited earlier in the chapter. 
In 25 out of the 88 years, the price was above the cost of 
storage before Mar. 1 or on Mar. 1. But the losses from selling 
on Mar. 1 in the other 18 years would have averaged 2.8 cents 
per pound per year and totaled 36 cents per pound for the 
period. Leaving out the 1914 to 1920 war years, 21 years of 
gains would have been counted against 10 years of losses aver- 
aging 1.9 cents per pound. But in following such a program 
one would never know when to unload. If one had sold in the 
20 years, the moment prices rose above carrying costs, one would 
’ have accumulated no gains to offset the losses in the 11 years. 
If 1 cent above carrying costs had been set as the policy, there 
would have been 13 years, leaving out the war years, when a 
1-cent gain would have been made, or a total of 13 cents, before 
March 1, and 13 years when an average loss of 2.1 cents would 
have been realized, or a total of 28 cents. If a 6-cent margin 
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TasBLe 20.—Corron: Possishe GAINS AND Losses ABOVE ESTIMATED 
Houpine Costs rrom Ocrosper TO Marcu 1 anp August 1 THE FoL- 
LOWING YEAR, 1890 To 1927 * 

(In Cents) 


Maximum gains above costs Gains + and losses — above 
up to costs on 


March 1 August 1 March 1 August 1 


4- 


++ 
++ 


l++4 1 
l++ 1 


+H+1+1 


ceo ar UP oe See 
t+Hitttit¢s4i 


| $e 
— 
NOP SOON Or OA PFE eH OF RF OO OCOOCOCO NTF ORF FPRrPOrFrY OFOrE 


+441 
bl ae 


=F -! 
f+ 


PON ONROH ONNNA RPAH WR MROWNOS CHORDW WDOWON OHDWDOY 
Ath OOMH HOON TRH WE WOHa om tT O'S oF mo be 0 Gob “100 ko Glee aa. 


* See Appendix, Tables # to G, for similar data for wheat and corn. 
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had been set up as signal to sell, total gains of 18 cents would 
have been realized in 3 years, excluding the war years, and 
total losses of 29 cents in 17 years. Similar tables were con- 
structed for wheat and for corn with storage costs at the usual 
commercial rates and at one-half the commercial rates. Table 21 
balances the total gains in the profitable years against the total 
losses in the losing years, for the years for which data are avail- 
able, excluding the war years, for all three commodities, taking 
Mar. 1 and Aug. 1 as dead-lines for wheat and cotton and the 
average of May for corn, and holding for various amounts 
above costs of storage, these latter computed at commercial 
rates, and also at half of commercial rates in the ease of wheat 
and corn. 

The table shows that if the cotton had been held only to 
Mar. 1, no total gains could have been made by holding for any 
predetermined profit, and the total losses for the period would 
have ranged from 2.7 cents per pound from holding for a 6-cent 
profit each year to a loss of 14.5 cents for holding for only a 
1-cent profit. Holding to Aug. 1, total net losses of 8.1 cents 
would have resulted from holding for a profit of 2 cents each 
year. But a small total net profit could have been made by 
holding cotton for a net profit of 5 or 6 cents until Aug. 1. 
The total gains would have been 5 cents per pound if 6 cents 
had been made the selling point before Aug. 1. If the war 
period was included, the net gains would have been slightly 
larger. 

No profit could have been made by holding wheat each year 
until either Mar. 1 or Aug. 1 for any predetermined profit if 
holding costs at commercial rates were allowed. At one-half 
these rates, a net profit ranging from 2 to 19 cents would have 
been made by holding for a net profit of 1, 8, or anything from 
55 to 75 cents per bushel until Mar. 1. The losses from holding 
for other amounts or from holding until Aug. 1, would have 
been fairly large. 

The chances of gain from holding corn every year from 
November to May are about the same as for wheat. If only 
one-half of the commercial holding costs were allowed, a small 
total profit of 2 cents per bushel could have been made by hold- 
ing for a net profit of 6 cents per bushel. 

We must conclude from the foregoing that although holding 
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TaBLE 21.—TorTau Unit Net Gains AND Losses ALL YEARS FROM HOLDING 
Eacu YEAR For A GivEN Net PROFIT 


A, holding costs at commercial rates. B, holding costs at one-half com- 
mercial rates. 
Gains +; Losses — 


Wee fete ne Ghose 
. , , 
Se oa pak) 1921-1927) | 1921-1927) 
olding to ; : 
? holding to holding to May 
Holding 
TOTLELOLt ieee eee Dalles faa are ek | on 1 
of: Cents| Mar. 1, Cents | Aug. 1, Cents |Mar. Aug. 1) A, B, 
per bushel per bushel Cents | Cents | Cents | Cents 
ait pec ee'| en eee Dome aaa MELO per per per 
A B A B pound | pound | bushel | bushel 
1 — 338 | +13 — 74 —14 | —14.5} — 6.4| —107 —46 
2 — 8&3} — 5 —142 —24 | —138.3) — 8.1} —107 —25 
3 — 84| —39 —147 —35 | —11.7) — 5.6} —110 —17 
4 — 92 —26 | —165 —3l — 8.7; — 0.6} —108 —16 
5 — 88 —31 —153 —58 | — 5.7} + 2.0} —106 — 4 
6 — 78 —20 —141 —44 — 2.7) + 5.0} —104 + 2 
if — 71 — 9 | —129 —30 | — 8.4; — 8.0) —118 — 2 
8 — 92) + 2 | —156 —36 |-— 8.0} — 7.0] —118 —10 
9 — 92 — 9 |} -—161 —23 | — 8.0) —15.8] —118 — 9 
10 — 835 —12 | —152 = 29) lew; oh dase oh hone —118 — 8 
15 — 94 — 7 —166 == Oy" Say at orers| eee —118 —1 
20 — 98 —10 | —184 —36 
25 —120 0 — 220 —16 
30 —115 —21 —215 —41 
35 —110 —16 —210 —36 
40 —105 —11 — 205 —3l1 
45 —100 — 6 —200 —26 
50 — 95 — 1 —195 —21 
55 — 90 + 4 —190 —16 
60 — 85 +9 —185 —11 
65 — 97 +14 | —180 — 6 
70 — 97 +19 —242 — 1 
75 — 97 + 3 —242 —56 
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for certain amounts of profit and up to certain dates could have 
yielded small profits for some commodities over a period of 
years, any farmer or farmers’ organization that undertook such 
a program would have stood much more chance of losing than 
of gaining from it. Holding for small profits would have 
yielded losses in nearly all eases; and holding for large profits 
would have meant long years when only losses were realized. 
It would have been a stroke of fortune if they had chosen the 
right amounts and dates. One cannot forecast for the future 
with any safety on the basis of this past period. There might 
easily be only 2 instead of 3 years in the next 38 years when 
prices of cotton would rise enough to yield a 6-cent profit. The 
large profits, which are the ones that yield about the only 
gains there are, are highly accidental. This must not be taken 
to mean that individual farmers or dealers can not make a 
profit by holding every year for a given profit; but if so, their 
carrying costs must be lower than those used here, or they must 
buy at prices below the average in September, October or No- 
vember for wheat and cotton or cotton respectively. At the 
best, the gains from following such a marketing policy would 
be small. 

This analysis again does not take account of the effect on 
the seasonal course of market prices of the above holding pro- 
eram. If a large group of growers, or a large cooperative 
organization, were to hold for a given price, no doubt, in many 
eases, this price would presently come to prevail; but it would 
quickly vanish if brisk selling ensued. If the selling was held 
in check, then heavy selling in later months might in many 
years depress prices more than enough to make up for the 
temporarily higher prices, or a larger carryover might result. 
Nothing weuld be gained by the growers from the manipulation 
of prices by such holding for a given price unless it had the 
effect of causing the consumers to take the total crop at a 
higher average figure, or kept the dealers from making profits 
in certain situations. 


SELECTING THE PROFITABLE HOLDING YEARS 


Apparently, if farmers or others are to gain very much from 
holding such crops as cotton, wheat, or corn from harvest time 
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until later in the season, some method of selecting the profitable 
holding years must be found. A number of simple procedures 
for this have been suggested by various people, which are here 
tested out. The first procedure considered is holding when 
prices at harvest times are above those during the preceding 
harvest. This is discussed in an article by P. K. Whelpton in 
the Journal of Farm Economics.¢ Mr. Whelpton thinks this 
program will ‘work successfully because of the human tendency 
to judge the future by the present. When the price is higher 
than usual, buyers and sellers think it will rise higher yet, and 
the price is bid up. When the price is low, producers and deal- 
ers are anxious to get rid of their cotton before the price falls 
still lower, and the price is therefore depressed. In the test 
_ made of the plan, the years selected for holding were when 
cotton prices in October, wheat prices in September, and corn 
prices in November were above similar prices in the same month 
of the preceding year by 0.5 cent per pound for cotton, and 
5 cents per bushel for corn and wheat. March 1, May, and 
August 1, were again chosen as times to sell. The net profit 
that could have been made by following such a holding policy, 
and holding for various profits as explained above, during the 
past 20 to 30 years, omitting the war period, 1914 to 1920, are 
chown in Table 22. No gains could apparently have been made 
holding for any net profit if regular commercial holding costs 
are charged. If only one-half these costs are charged for wheat, 
a total gain of 1 to 26 cents could have been made by holding 
for a profit of 1, 25 or 45 to 70 cents per bushel up to Mar. 1. 
On the same basis, total gains of 1 to 21 cents could have been 
made by holding until Aug. 1, if need be, for a 1-cent or 50- 
to 70-cent profit each year. The total losses from holding wheat 
for other amounts range from 4 to 87 cents when holding to 
Aug. 1, and from 4 to 33 cents when holding to Mar. 1. The 
total losses from holding cotton range from 6.5 to 27.3 cents 
per pound. If the war period, 1914 to 1920, were included, 
the losses would have been considerably reduced. For corn, 
farmers and others whose costs of holding might be only one-half 
the regular commercial rates could have made a total gain of 
5 to 15 cents per bushel by holding until May for a net profit 
of 3 to 15 cents per bushel. 
4 Jour. Farm Econ., Volume VII, pages 445-450. 
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TaBLE 22.—Ner Gartns anp Losses From Hoxpine For Various Net 
Prorirs untTin Marcu 1, May, anp Aucust 1 In YEARS WHEN PRICES 
AT Harvest Time ARE ABOVE THE PRECEDING YEAR 


A, holding costs at commercial rates; B, holding costs at one-half com- 
mercial rates. 
Gains, +; Losses, — 


Wheat Cotton Corn 
‘ 1890-1913; (1892-1913; 
1899-1913; 1921-192 ( 
Seg ee oe, 1921-1927) 1921-1927) 
holding to i i 
Holding Holding to | Holding to May 
for Profit} —————_ 
of: Cents) Mar. 1, Cents | Aug. 1, Cents Mari | Aue |) 24) B, 
per Bushel per Bushel Cents | Cents | Cents | Cents 
per per per per 
A B A B Pound | Pound | Bushel |} Bushel 
1 —26 +8 —38 + 8 | —25.2| —17.6] —38 —11 
2 —59 —10 —86 —14 | —24.0) —18.3} —29 — 1 
3 —55 —17 —82 —26 | —22.4| —17.1| —32 +5 
4 —5l1 —33 —78 —20 | —19.4) —12.1} —30 + 5 
S —47 —29 —74 —37 | —16.4| — 9.5) —28 +14 
6 —43 —25 —70 —32 | —13.4) — 6.5) —26 +16 
7 —39 —21 —66 —27 | —19.1} —19.5| —40 +18 
8 —35 —17 —62 = 22 | A827] 18 55|. Seon + 6 
9 —31 —13 —58 ar a er ea a OL Ols eae ++ 7 
10 —27 — 9 —54 ose | DM bo. cece aN eee menses gee ree +8 
15 —40 — 8 —70 ot fat Wt cee Re oat Rtas: +15 
20 —30 — 4 —60 —10 
20 —52 + 6 —75 0 
30 —47 —14 —70 —19 
B15) —42 — 9 —65 —14 
40 —37 — 4 —60 — 9 
45 —32 + 1 —55 —4 
50 —27 + 6 —50 se dl 
55 —22 +11 —45 =10 
60 —17 +16 —40 +11 
G5 Sake +21 —34 +16 
TOO res ar, x Te) (en et he +21 
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The conclusion must be that the rule of holding when prices 
are above those of the preceding harvest will not serve as a 
‘guide. Following it, one’s chances of losses exceed one’s chances 
of gains. 

Another rule for wheat suggested by Profs. Warren and 
Pearson, is to hold in years when wheat prices in terms of 
1910 to 1914 dollars are low relative to average prices of wheat 
from 1910 to 1914. These men found that when the prices of 
No. 1 Northern wheat f.o.b. afloat in New York city in Sep- 
tember had been under wheat prices from 1910 to 1914, by more 
than 10 per cent, the advance in May over September had aver- 
aged 8.1 cents per bushel; and when above by 10 per cent or 
less, the advance by May had averaged only 6.1 cents. When 
wheat prices in September were above the 1910 to 1914 level 
by less than 10 per cent, the advance from September to May 
had averaged 3.4 cents; and when under by 10 or more, prices 
the following May had averaged 3:3 cents per bushel less, if 
1897, the year of the Leiter corner in wheat, is omitted. They 
explain these results as follows: 


Apparently when wheat has a high purchasing power there is a very 
great risk of loss by holding, and apparently when wheat has a low 
purchasing power there is a good chance of profiting from holding. 

When wheat is high it is usually due to low yields per acre. It is 
always being harvested somewhere in the world. It is not probable 
that low yields will continue for a full year, and even more improbable 
that the crops for the next year will also be poor. High prices also 
tend to inerease the effort in production so that high prices are more 
likely to be followed by low prices than by continued high prices. Con- 
versely, low prices are usually due to excessive crops which are not 
likely to continue. The most probable future price of wheat is a price 
nearer to the normal purchasing power than are present prices. 


When this rule is applied to No. 1 Northern spring wheat 
at Minneapolis from 1899 to 1913 and 1921 to 1926, 9 years 
fall into the first group, 5 in the second, 3 in the third, and 4 
in the fourth. If wheat had been held during the first group 
of years to Mar. 1 for a certain profit each year, under the 
above assumptions, no profits could have been realized if regu- 
lar holding costs are allowed. If only one-half the regular 
holding costs are allowed, profits ranging from 0.5 cent to 65 
cents per bushel could have been obtained by holding for 1 
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eent per bushel profit each year, or for any profit between 5 
and 70 cents per bushel each year. Losses, however, would 
have resulted from holding for a net profit of 2, 3 or 4 cents 
per bushel each year. If wheat had been held during the re- 
maining 12 years, losses of 12 to 46 cents would have resulted 
from holding for 3 or more cents net profit each year, when 
one-half commercial holding costs are allowed. We must con- 
clude from these results that this rule would have been proved 
more satisfactory than holding every year under the above 
assumptions; but that it would not be a safe guide for the 
future. 

Another and more logical procedure for determining when 
to hold is to relate it to the total annual supply, production 
plus carryover. L. H. Bean has stated for cotton that: 


In years of large crops, prices usually decline during the first 
half of the season below the yearly average, and then turn upward on 
the expectation that the next crop will be smaller, and if such are the 
indications during February and March, they continue to rise till the 
end of the season; but if in the spring the prospects are for another 
large crop, prices turn downward for the remainder of the season. In 
the case of years of small crops, prices start below the yearly average 
during the first few months of the season and reach a peak in December 
and January with a decline thereafter if the prospects are for a larger 
crop the next year, but continue to advance if prospects are for another 
small erop.® 


B. B. Smith discusses the circumstance as follows: 


As the season develops in a large crop year the market becomes 
cognizant of the large crop through the medium of crop reports issued 
both by private concerns and by the government. ‘‘Potential’’ supply 
becomes larger. Price should become lower. Somewhat later, when the 
crop begins to pass through the gins in quantity, the expectation of a 
large crop is verified, and the actual supply becomes larger, thus tend- 
ing to support and augment the influence of the large potential supply 
in causing prices to decline.® 


This reasoning is supported for cotton by the fact that the 


5 ‘*Some Interrelationships between the Supply, Price and Consumption 
of Cotton.’’ Address delivered before the American Statistical Association, 
New York City, April 20, 1928. 

6‘‘Factors Affecting the Price of Cotton,’’ U. 8. Dept. Agri. Tech. 
Bull. 50, p. 10. 
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official forecasts of production available to the public in October 
are, aS a rule, underestimated for large crops as compared with 
the crop estimates issued in December, whereas for small crops 
they are overestimated. This helps to explain the usual fall 
in price from October to December in large-crop years and the 
usual rise in price in small-crop years. 

The analysis whose results are presented in Tables 23 and 
24 shows that if the years when production was below normal 
from 1890 to 1913 and 1921 to 1927 had been selected for cot- 
ton, total gains could have been made by holding until Mar. 1 
for a profit of from 2 to 8 cents above holding costs, and by 
holding until Aug. 1 for a profit of from 1 to 8 cents; and a 
maximum gain of 24.5 cents could have been made by holding 
until Aug. 1 for a 6-cent profit each year. Holding until Aug. 
1 for a 4 or 5-cent profit each year would have resulted in total 
gains of 17.8 and 19.5 cents per pound for the 11 years when 
production was below normal. These profits are a decided con- 
trast to the losses of 8.9 to 20.2 cents per pound that would 
have been incurred by holding in years when production was 
above normal shown in the earlier table. We may conclude, 
therefore, that the possibilities of making gains from holding 
cotton are much greater in years when cotton production ts 
below normal than when it is above normal. 

The same procedure applied to wheat from 1899 to 1913 
and 1921 to 1926 would have resulted in large losses. When 
the commercial costs of holding are charged, total losses of 
from $0.37 to $1.22 per bushel would have resulted from hold- 
ing until Mar. 1 for a profit each year of anything between 1 
to 40 cents, and total losses of from $0.83 to $1.85 per bushel 
by holding till Aug. 1. If only one-half the commercial holding 
costs were allowed, the losses would have been smaller and a 
total gain of 4 cents would have been obtained by holding for 
a 1-cent profit each year. 

Holding wheat in years when production in the United States 
is above normal, on the other hand, would have been a profit- 
able practice. The chances of loss would have been small and 
the possibilities of profit fairly large. The maximum total gain 
of $0.37 per bushel above commercial holding costs would have 
been made by holding until Mar. 1 for a profit of 60 cents. 
Holding for 3 or 7 cents, however, would have yielded total 
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TasBLe 23.—Torat Net Gains AND Lossms From Hoxprne Corton, WHEAT, 
AND CorN For Various Prorits unTIL Marcu 1, May, anp Auaust 
1, IN YEARS WHEN PropuctTion WAS ABOVE NoRMAL 


A, holding costs at commercial rates; B, holding costs at one-half com- 
mercial rates. 
Gains, +; Losses, — 


Wheat Cotton Corn 
: (1890-1913; | (1892-1913; 
Sa che ee ce 1921-1927) 1921-1927) 
Holding aes Holding to | Holding to May 
VG S05 a ae ere eres 
of: Cents} Mar. a oa Aug. _ ee Mer. 1,\'Aug 1,1. 4) B, 
lege Pee Cents | Cents | Cents | Cents 
per per per per 
a B he B Pound | Pound | Bushel | Bushel 
1 + 4 +9 + 9 + 9 —11.6) — 8.9} —84 —43 
2 +12 +18 +7 +18 —17.2)} —17.5} —82 —32 
3 +20 +27 +15 +27 —20.2}| —17.4; —8l —27 
4 + 8 +36 — 8 +36 —18.0} —18.4} —80 —22 
5 + 8 +26 — 1 +26 —18.0} —17.5| —79 —19 
6 +14 +33 + 6 +34 —18.0} —19.5} —78 —18 
7 +20 +40 +13 +42 —18.0} —13.4| —74 —15 
8 —4 +47 —19 +30 —18,0) —1237]....... —14 
9 — 6 +32 —15 leads Weweeer eae ave — hi Revel eae ees om -—9 
10 —4 +28 —9 pA) een eee |enacse stoi | eee — 8 
1G + 6 +36 — 8 ee aan nein a rca Oh erecs cl oped ee od — 1 
20 — 3 +34 —35 +25 
25 + 2 +39 —35 +35 
30 + 7 +44 —30 +37 
35 +12 +49 —25 +42 
40 +17 +54 —20 +47 
45 +22 +59 —15 +52 
50 +27 +64 —10 +57 
55 +32 +69 — 5 +62 
60 +37 +74 0 +67 
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Taste 24.—Torat Net Gains AND Losses From Hotpine Corron, WHEAT 
AND Corn For Various Prorits uNTIL Marcu 1, May, anp Avcust 
1, In YEARS WHEN Propuction Was BELOW NORMAL 
A, holding costs at commercial rates; B, holding costs at one-half com- 
mercial rates. 
Gains, +; Losses, — 


Wheat Cotton Corn 
(1899-1913; 1921-1926) (1890-1913; | (1892-1913; 
Holding to 1921-1927) 1921-1927) 
Holding Holding to |Holding to May 
for Profit 
of: Cents} Mar. 1, Cents Aug. 1, Cents Mar 1, | Amgol. A. B, 
per Bushel per Bushel Cents | Cents | Cents | Cents 
per per per per 
B A B Pound | Pound | Bushel |} Bushel 
+ 4 — 83 —23 — 2.9) + 2.5} —23 — 3 
—23 —149 —42 + 3.9) + 9.4) —25 + 7 
—66 —162 —62 | + 8.5} +11.8} —29 +10 
—62 —157 —67 | + 9.3] +17.8| —28 +8 
—57 —152 —84 | +12.3) +19.5} —27 +15 
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gains of 20 cents per bushel, or an average of 2 cents per 
bushel per year. If only one-half of the commercial holding 
costs were allowed, maximum gains would equal $0.84 per bushel, 
or an average of more than 9 cents per bushel per year. The 
smallest total gains in holding for any given profit every year 
to Mar. 1 or Aug. 1, would have been 9 cents per bushel, or 
an average of 1 cent per bushel per year. These results indicate 
that the chances of profit from holding wheat are much greater 
in years when production is above normal than when it is below. 
They are also much greater apparently when wheat prices in 
September are above the preceding September or below the 
average from 1910 to 1914 in terms of 1910 to 1914 dollars. 

Suppose a large organization were to adopt the policy of 
holding wheat in years when the crop was above normal, or 
eotton in years when the crop was below normal, how would 
the course of prices have been changed? and how would this have 
affected the gains and losses? If the holding were wisely done, 
and not overdone, the effect would clearly be to bring prices 
closer in these years to the normal seasonal course, increase the 
returns to the growers, and reduce the profits of the dealers. 
The gains to the growers as a whole would not be as great as 
those figured for the small group. To offset these gains would 
be the losses that would result whenever the holding was over- 
dene. 

Closer analysis of farm-commodity prices has furnished an 
even better basis than the foregoing for selecting the years in 
which to hold. The farm products whose price movements have 
been analyzed most successfully are potatoes, cotton, corn, hogs 
and oats; and some headway has been made with wheat, butter, 
eggs, and beef cattle. Such studies are continuing and the 
needed data and records are constantly improving. The analysis 
indicate with fair accuracy how changes in supply, changes in 
demand and other factors have been related to prices over a 
certain period in the past for which the data are available. 
For example, in the period from 1902 to 1924, potato prices in 
the Minneapolis market increased 57 per cent of normal when 
supply decreased from 120 per cent of normal to 90 per cent, 
according to Dr. Holbrook Working’s analysis." 

7°*Pactors Affecting the Price of Minnesota Potatoes,’’? Minn. Tech. 
Bull. 29. 
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If a considerable group of individual farmers, or a coopera- 
tive organization handling a small fraction of the crop, had had 
this information ever since 1902, and had sold on the basis of 
it each year, they would have lost in some years and gained in 
others. In the fall of 1919, they would have said that the 
price of potatoes was due to rise and would have held until it 
did. In 1921, they would have said that the price of potatoes 
was due to fall and would have sold as many as possible before 
the price sank to this level. But using this information as a 
guide they would have held for a rise in the fall of 1922 and 
would have lost in consequence; and in 1923, they would have 
sold too freely. 

In the 21 years, the actual prices in October were higher 
than those estimated as right in 13 years.’ If the growers had 
followed the policy of selling more freely in the autumn, the 
extent of this selling depending upon the amount of discrepancy 
in the prices, until the actual prices came down to the estimated 
level, they would have gained a little, and in some years con- 
siderable, in nearly all of these 13 years. If in the remaining 
8 years, they had held until actual prices reached the estimated 
level in the fall and early winter months, they would have lost 
rather heavily in 3 years. They would have gained a little in 
3 years, and considerable in 2 years. In several of the 13 years 
first mentioned, although selling more freely in October would 
have paid, it was only a short time before the actual price fell 
below the estimated price. Holding for a higher price in such 
situations would usually have resulted in a loss. 

Table 25 contrasts the actual with the estimated or ‘‘fore- 
casted’’ price during this period. In 2 years the discrepancy 
was very large; but prices were very high in these years. The 
curve of supply price relationships for very small potato crops, 
such as those of 1916, 1919, and 1925, is much more uncertain 
than for more nearly normal crops. The curve at the top and 
bottom is based upon so few observations that its shape is largely 
guesswork. Forecasts for all other years came within 20 cents 
per hundredweight of the actual price. 


8 The estimated monthly price used is the average price estimated from 
Dr. Working’s formula adjusted for average changes in prices from month 
to month over this entire period. Costs of holding are therefore assumed 
to equal these average changes in prices from month to month. 
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TaBLe 25.—CompariIson or ACTUAL AND ESTIMATED Prices or PoraTors 
IN St. Paut anD MINNEAPOLIS, 1902-1923 * 


Difference between 


Year Actual price per | Estimated price per |actual and estimated 
hundredweight hundredweight price, cents per 
hundredweight 

1902 $0.57 $0.59 + 2 
1903 1.10 0.91 —19 
1904 0.49 0.49 0 
1905 Onea 0.97 +20 
1906 0.70 0.69 —1 
1907 0.90 0.89 —1 
1908 aL aig 1,26 +9 
1909 0.58 0.64 + 6 
1910 0.90 0.86 — 4 
1911 1.39 1.34 — 5 
1912 0.66 0.61 — 5 
1913 1.03 1.03 0 
1914 0.68 0.63 — 5 
1915 1.03 0.92 —11 
1916 2.82 3.48 +66 
1917 1.63 1.46 —17 
1918 1.76 1.89 +13 
1919 3.64 2.86 —78 
1920 1.13 121 + 8 
1921 1.56 1.56 0 
1922 0.75 0.82 + 7 
1923 ew |) ee ee eters 1.20 


* Univ. Minn., Bull. 211, Table III, p. 55. 


Grant that this information as to relationships to price would 
have saved a growers’ organization considerable if it had been 
available for each year since 1902; but it was not available until - 
1923—until after all these years had passed and the crops were 
all sold. It is a summary of past relations. The using of this 
information as the basis for a future selling program is an alto- 
gether different problem. The relationships to price may have 
changed. Those given by Dr. Working’s ‘‘formula,’’ being the 
average of the whole period from 1902 to 1923, were out of date 
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about 14 years by 1923. Later analysis by L. H. Bean and others, 
as presented in Chapter IV, has indicated that the relationships 
have been pronouncedly different for the last 10 years than for 
the first 10 years, that supply now affects price much more than 
in the earlier period. Moreover, the relationship seems to be 


CHART 21.—RELATION or SuPPLY OF POTATOES TO PricEsS, 1914-1925 


PERCENT OF NORMAL PRICE 


70 8680 90 1009110 1201309 140 
PERCENT OF NORMAL PRODUCTION 
, e 
still changing. This means that any judgments made on the 
basis of relationships even in the past 10 years will not be very 
well founded. 

Why not take the last 2 or 3 years, or the last 5 years, some 
one will ask. The answer is that it is only by comparing differ- 
ences in supply, demand, price, and other factors in many differ- 
ent years that any statements can be made as to their relation- 
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ships. In Chart 21 are located the prices and supplies of the last 
eight potato crops in the series in Minnesota. The line which 
is drawn represents an attempt to judge where it would come if 
one had fifty dots instead of the eight. No two persons would 
draw it in exactly the same place. If a dot for the 1924 crop 
were added, it would be far below and to the left of the curve 
as drawn. Including the year 1924, one would draw a slightly 
different line from the one in the chart. If a dot for the 1925 
crop were added, it would be far above and to the right of the 
normal curve ; and the curve would need to be altered still other- 
wise. Perhaps in 50 years, if the relationships had not changed 
in the meantime, one would be satisfied with the location and 
shape of the curve. But surely relationships would change in 
such a period, making constant readjustments necessary. And 
for few of the changes would enough years have passed to fur- 
nish a sure basis for shaping the curve. Consequently, any state- 
ment of relationships of supply and other factors to price of 
commodity is likely to be both somewhat out of date, and to be 
based on too few years of experience. The less out of date it is, 
the less well founded it is otherwise. 

Studies of the foregoing sorts have not been made to any 
extent till recently, and consequently we cannot give any con- 
elusive evidence as to how successful selling on the basis of such 
analysis is going to be. Following is the summary of the experi- 
ence of the last 3 years with cotton price analysis by the Bureau 
of Agricultural Economics. The marketings for 1926 followed 
about the normal course. Prices in August and September were 
relatively high. In October, November, and December they fell. 
Toward the end of the season, prices again rose and ended nearly 
where they began the season. Knowing the probable trend of 
prices for the crop, producers should have sold all they could in 
August and September and stopped when prices fell below the 
estimated price of cotton for the season. Holding until after 
prices reached this level of prices would have stabilized the 
marketing and added millions of dollars to the pockets of the 
producers of cotton. 

By taking into consideration the area that was pinated in 
1927 and the prospects for the new crop, the marketing of the 
1927 crop could have been planned so as to increase income. The 
1926 to 1927 season closed with a boom in the cotton market, 
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This boom had been stimulated by heavy consumption of cheap 
cotton and the rise in prices from the low point of the season 
toward the end of the year. The high prices reached at the end 
of this season and the beginning of the 1927 to 1928 season 
offered farmers an opportunity to sell their new crop early. The 
price in September was considerably higher than the probable 
average for the year. Knowing this, farmers should have 
attempted to sell all of their crop at these prices. 

The 1928 crop was larger than that of 1927; but the carry- 
over had been reduced so much that the total supply of American 
cotton for the season was less than in 1927. The price in August 
and September, however, moved directly opposite to that of last 
year. From September through November, prices have risen. 
Had farmers refused to sell early in the season until prices 
reached their present level, they would have gained from $30,- 
000,000 to $40,000,000 by such a policy. 

Summarizing the experience of the Bureau of Agricultural 
Economics in 1926 and 1927, and the 1928 seasons to date, one 
ean say that many producers would have greatly increased their 
income by planning the production of their crops on the basis of 
the announced probable effects of their plantings upon the prices 
likely to be received for the product, and by planning the market- 
ing of their crops on the basis of the estimates of the probable 
course of prices in the marketing season. 

The American Cotton Growers’ Exchange has a competent 
research department which has been analyzing the cotton price 
situation for the past two years. The following is quoted from 
a report on the activities of one of the state associations: 


A good example of the practical value of this price forecasting 
service is the result secured in marketing the Annual Pool cotton of the 
Association last year. The price forecast given out by the American 
Cotton Growers’ Exchange was 22.87. cents per pound basis %-inch 
Middling for the last of June. The South Carolina Association actually 
sold its cotton at 22.32 cents and netted for its members 20.50 cents. 
This was 2 cents above the gross price secured by non-members. 


The Canadian Wheat Growers’ Association also has a well- 
manned research department which has analyzed the market 
during the past few years. 

Mere counts of the number of years or months in which 
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‘“forecasts’’ have been in the right general direction cannot be 
taken as proof in themselves as to the success of the analysis. If 
one were to make a pure guess as to the direction in which prices 
were going to change, and guess enough times, one would be 
right just 50 per cent of the time. It is sometimes said that any 
better count than 50 in 100 on price forecasting is therefore 
proof of the success of the forecasting. This is no doubt a cor- 
rect statement. But it does not prove the success of forecasts 
based on statistical analysis of prices. The question is, ‘‘How 
much better is the count with and without such analysis?’’ 
Surely the men in the trade, watching the market from day to 
day, are right more than half of the time as to the direction 
prices will take. They might easily prove to have been right, 
by actual count of years or months, as high as 80 or 90 per cent 
of the times. The mere fact that there is always a strong ten- 
dency for a seasonal advance in price assures considerably more 
than 50 per cent of right guesses as far as the mere direction of 
price movement is concerned. Our problem is, however, how 
often have the growers or their representatives been right? One 
could easily believe that they have not been right as often as 
the professionals in the market. But they surely have been right 
much more than half of the time so far as mere direction of move- 
ment is concerned. The difference between their ‘‘batting aver- 
age,”’ if it could be known, and that of the price analysts, is the 
measure of success of the work of the analysts; and of the prob- 
able gains that can be made if growers selected in this way the 
years in which to hold. Not much real evidence is available as 
to what this difference would be. 

But there is little reason to doubt that such analysis is 
extremely valuable as an aid to the usual methods of observation 
of the market, just as the government weather forecasts are an 
aid to farmers in anticipating tomorrow’s weather. Their prin- 
cipal help is in enabling them to see what is coming farther in 
advance, and in estimating the severity of the change which is 
on the way. 

Furthermore, we must not forget that the grower is in by no 
means as good a position to judge probable price movements as 
to forecast probable weather movements. He is more removed 
from the scenes where the facts and signs which indicate price 
change first appear. Supplying growers and their marketing 
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organizations with timely information service as to prices and 
related factors must be looked upon as one of the major service 
functions of public agencies. Not only is it desirable that the 
facts be furnished ; but they should be explained and interpreted 
so that their significance will be felt. Ways of stating the results 
of such analysis must be found which will cause growers to heed 
them; but which will not lead them to too hasty or ill-considered 
action. . 

Just at present, there is danger that cooperative marketing 
organizations will place too much reliance upon the results of 
Statistical analysis of prices. They will have to learn in time 
that such analysis at its best sometimes points to wrong conclu- 
sions—because new and unforeseeable situations are always 
developing in the economic world. The records now available 
are too meager and general to provide measures of relationship 
that can take the place of close observation of market phenom- 
enon. Together, statistical analysis and careful observation, can 
help greatly. Alone, the statistical analysis is the less trust- 
worthy. 


PART III 
PRICE RAISING BY GOVERNMENT ACTION 


In this section will be considered the various proposals for 
helping agriculture by having the government intervene to raise 
the prices of farm products. The most obvious of these pro- 
posals is to increase the tariff duties on farm products, and this 
will be considered first. The others mostly take their departure 
from the tariff. They are designed to ‘‘make the tariff effective’’ 
on products of which we have an export surplus. Brief con- 
sideration will be given to a few of the export monopoly plans 
employed by foreign countries. 

Raising prices of farm products is the most obvious line of 
attack upon the present agricultural situation. To bring agri- 
culture up to the level now held by industry and trade—inelud- 
ing seale of living and capitalization of productive assets—would 
require that the ratio of prices received by farmers to prices 
paid by them be raised probably to 105 in contrast with 89 
now, and 75 in 1921. It would be easy to think that a ratio of 
110 would be needed rather than 105. Many will say so. 

It has commonly been said that raising prices of farm prod- 
ucts to such a level is clearly impossible, that the moment that 
prices rise a few points, production increases and bring them 
down again. Much has been said in earlier chapters that points 
to such a conclusion. If prices of farm products were to rise 
suddenly, no doubt production would expand considerably. But 
if the price increase were to come gradually, its effects would be 
so confused with the fluctuations due to good and bad crops that 
farm people would not know that it had happened, and most of 
the higher prices would be absorbed in better living and larger 
payments on mortgages and, presently, in rising land values. 
Whatever the exponents of the various price-raising plans may 
argue, it is highly improbable that any of them in practice 
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would produce a large increase in the price level of farm products 
in a year or two. 

It is indeed appropriate that the various other price-raising 
plans should take the tariff as their point of departure. The 
contention of the McNary-Haugen proponents that the time has 
come when the government subsidies must be extended to prod- 
ucts exported, not restricted to those of which a nation has a 
domestic deficit, can be heard stated in various forms all over the 
world. Producers of export products everywhere are demanding 
that they be brought within the charmed circle. Consumers of 
these products object ; but if they submit to taxes to pay import 
duties, they cannot logically revolt against similar impositions 
to help export products. Many economists object, saying that 
it represents merely a further extension of mercantilism and 
interference with comparative advantage. 

The fundamental difference between these plans and the 
protective system is that these would mostly encourage a larger 
production of the right products than is economical—those 
in which we have demonstrated our comparative advantage; 
whereas the protective system promotes too large a production of 
the wrong products—those in which we are at comparative dis- 
advantage. No argument is needed to convince economists that 
the former is the less uneconomical of the two. An even stronger 
statement than this probably comes nearer to the truth. The 
products which these plans would promote have demonstrated 
more than comparative advantage—they have, in addition, held 
their own against tariff-subsidized competing products. All of 
them are less expanded now than they would be under a true 
economy distribution of production. The export bounties may 
restore them to that relative importance which true national 
economy would dictate. 

Even if government interference with production and trade 
is undesirable, the proper place to check it is not at the point 
where part of the producers have found a way of making it work 
successfully to their advantage. Let the system rest there for 
a while and it will presently become a fixed institution. It seems 
nearly fixed already. No doubt the ideal procedure would be 
eradually to reduce the amount and scope of governmental inter- 
ference. But the nation has become so committed to the other 
policy that, for the present, the way of progress seems rather 
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to extend the subsidies to the rest of the products as fast as plans 
can be worked out for doing it. Or, even if it is not, the nation, 
and in fact, the whole world seems bent upon it; and the econ- 
omist is missing an opportunity for service if he does not take 
a hand in shaping these plans so that they will do as little harm 
as possible. 

The phrase ‘‘making the tariff effective’’ as used in connec- 
tion with these price-raising plans must be understood in a rather 
special sense. The objective of these plans in the first instance 
is to raise the price of the commodities to which they are applied 
by all or a part of the tariff duty, in the case of the equalization- 
fee plans, by the duty less the fee (to the producers) ; in the 
ease of the export-debenture plan, by the amount of the deben- 
ture, which may be as much as the tariff duty; etc. The objective 
of a protective tariff on some commodities is in the first instance 
likewise is to raise the price of the product by the full amount 
of the duty; e.g., sugar, woolen goods, aluminum ware. On other 
commodities, however, the objective is more properly stated as 
preventing the annoyance of a limited amount of foreign com- 
petition in the domestic market, in which ease the tariff may be 
said to be ‘‘effective’’ although raising the price very little. 
Thus, an effective duty may in many cases be something differ- 
ent from what the exponents of the price-raising plans mean 
by it. 

The more remote end of tariffs on manufactured products is 
in theory the establishing of manufacturing industries that are 
thereafter able to stand on their own feet. Remotely speaking, 
then, tariffs on manufacturing are effective when they have done 
this. Similarly, the remote end of the various price-raising plans 
is to establish a relatively more important agriculture in the 
United States. If these plans will enable the tariff duties pro- 
vided for farm products to develop such an agriculture, then 
one can say that the agricultural tariffs have been made effective. 
Thus in the remote sense, effective duties are the same in the 
two cases. But talking about the remote ends of tariff duties 
is highly academic behavior. Those who make the tariff duties 
are not academicians. 

A form of attack commonly employed by opponents is to 
eall these plans ‘‘economically unsound.’’ The answer is that 
economic soundness may be taken either to assume certain ends 
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as given, in which ease the issue is whether the measure in ques- 
tion will attain these ends; or it may go clear back to the ques- 
tion of the value of the ends. The end set up by these plans is 
to inerease the purchasing power of farm income. If these 
measures will accomplish this, then, on such a basis, they are 
economically sound. Opponents of the plans have usually con- 
ceded by their arguments that they will attain such an end. 
Economists may find what seem like adequate reasons to the 
contrary for any one of the plans. 

If economic soundness implies the value of the ends, then 
reasons enough in terms of broad national policy have already 
been found for asking the cities to subsidize the country a little 
for a few decades. If it has been good policy to subsidize indus- 
trial developments for so long, why is it not good policy to 
subsidize agriculture for a change, in view of its recent history 
and present status? 

Self-respecting economists may, as economists, hesitate to 
take the position that the particular measure is of minor conse- 
quence, that what is here involved is the issue of the farm group 
against the industrial group, and that national welfare at present 
is more concerned with promoting agriculture than with pro- ° 
moting industry. But as citizens they may so reason and, there- 
fore, vote with the proponents of the measure rather than against 
them. A sufficient answer as a citizen, however, is that any plan 
may work so badly as to discredit the whole farmers’ movement 
for a generation. 

The charge of bureaucracy that has been leveled against these 
plans must not be taken too seriously. The export debenture 
plan invades no spheres of private enterprise not now invaded 
by the tariff system. Governments are regularly invading pri- 
vate affairs for the sake of raising funds to support public activ- 
ities. A plan which involves no more extreme invasion than this 
ean hardly be condemned, if the object is worthy of the effort 
required. Suppose one group of producers can be aided by a 
plan which involves little machinery; and another only by a 
plan requiring rather elaborate machinery; should the policy 
of the nation be to aid the first and not the second? Surely not. 
Instead, it must decide to aid neither, or else develop the neces- 
sary machinery for the second; that is, unless there are important 
reasons of national welfare which make aid to the first a matter 
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of great national concern. At present in the United States, the 
national concern is more largely with the latter. 

The issue of constitutionality has been raised with respect to 
most of these plans. Let us make one general statement about 
this and have done with it. All students of public affairs agree 
that it is better policy to have the United States government 
rather than the Attorney General’s office declare measures un- 
constitutional. It is appropriate for Congress to solicit the opin- 
ion of the Attorney General’s office on an issue of this kind. It 
is a mistake for Congress to pass an act which nearly all its 
members consider unconstitutional. If the measure is important 
to the welfare of the nation, and there is any reasonable chance 
that it will not be found unconstitutional by the Supreme Court, 
then Congress owes it to the nation to pass it and let the court 
decide. The President is under the same obligation. Anything 
else means that a strong majority opinion will occasionally be 
denied because of the negative opinion of a politically appointed 
eabinet officer and his legal assistants. It will mean, in effect, 
that the Supreme Court will have a chance to review only those 
measures which the Attorney General’s office considers constitu- 
tional. 

There seems to be an honest difference of opinion among legal 
specialists as to the probable action of the Supreme Court with 
respect to the various price-raising plans. Granted no specific 
prohibitions in the way, a reasonable assumption is that the court 
will consider proposals of this kind realistically, that is, in terms 
of analogies with the protective tariff system. The specific pro- 
hibitions that have been named are surely capable of being 
defined by a liberal court in such a way as to permit much of 
what these various plans propose. It may be highly worth while 
to discover what the present Supreme Court would permit along 
these lines, and the only way to find out is to pass an act and 
let them review it. 


CHAPTER VII 
TARIFF REVISION 


The method of raising prices of farm products and purchas- 
ing power of farm income which has received most notice within 
the last 6 months is by revising the tariff schedule. But tariff 
revision is not really a new program for farm relief. Our sur- 
vey of farm relief activity in Part I shows that tariff revision 
was the first move of the new administration when the Repub- 
-liean party resumed control of the government in 1921. Even 
within the last few months, the President has raised the tariff 
duty on onions and peanuts, and flaxseed, milk and cream are 
on the docket for similar treatment if Congress does not act 
first. President Coolidge’s Agricultural Conference in the winter 
of 1924 and 1925 made higher tariff duties on farm products one 
of its major recommendations. Secretary Jardine has repeatedly 
urged the same thing. There have been two ideas involved in 
it: one to raise prices of farm products by it and thus relieve 
the agricultural depression directly, and the other to reduce 
agricultural imports and exports, thus making the country more 
self-sufficient agriculturally with smaller and smaller exportable 
surpluses. Oftentimes the latter argument has been stated in 
terms of protecting the home market for farm products and thus 
protecting the seale of living of farm families. The home-market 
idea has also been extended to include higher tariffs on manufac- 
tured products so as to protect the home mills that buy the 
farmer’s cotton, wheat, flaxseed, ete., and also the wages of 
workingmen and, hence, the home market for the farmer’s food 
products. 

The report of the Business Men’s Commission also gave at- 
tention to the tariff system of the United States, but concluded 
that raising duties on farm products would help very little, and 
that lowering the duties on manufactured products, gradually 
and circumspectly so as not to disturb established industries too 
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much, would help more, partly by giving foreign countries better 
buying power for farm products, and partly by lowering the 
prices of things farmers buy. 

The intent of this chapter is to test out these various argu- 
ments. 

Obviously the undertaking would be too large for one chapter 
if it were to be done with careful attention to details. Its major 
conclusions will be sound, even if one does find good reason to 
object to a particular statement now and then. 

Neither is the analysis intended to be fundamental and ex- 
haustive. Instead it avoids as much as possible all reference to 
the economic principle of comparative advantage, which says, 
in effect, that the people in a protected country do not gain as 
much from the higher prices of what they sell at home as they 
lose from not being able to buy abroad in the cheapest markets, 
and, likewise, to the contrary Republican doctrine that protective 
duties raise gross incomes more than costs and living expenses. 
There is little use dragging these into the analysis. The nation 
is definitely upon a protective basis for the time being. Even 
if public sentiment should swing pronouncedly in the opposite 
direction, it would take 25 years as a minimum to get our indus- 
tries safely back to a natural distribution again. Consequently, 
the rational procedure at the moment is to accept the protective 
system and make the best of it in the way of realizing the ob- 
jectives of the national agricultural policy stated at the end of 
Chap. II. The questions that will be asked for each agricultural 
eommodity considered, and answered so far as possible, will be 
as follows: Will higher tariff duties on it raise its price? If so, 
how much? How will they affect production, consumption, and 
imports and exports of it? How much will they add to the 
price paid for it by domestic consumers? Will production and 
prices be stabilized by it? Finally, these various questions will 
be answered for all farm products taken together. Somewhat 
similar questions will be asked about possible changes in duties 
on a few classes of manufactured products. 

The changes in prices and cost rates that are mentioned must 
all be understood as relative to the general price level. The 
question as to whether or not protective duties raise the general 
price level is left entirely out of the analysis. The generally 
accepted statement is that prices of export goods do not have 
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their prices raised, that domestic deficit goods do, that purely 
domestic goods (not entering into foreign trade) also do, and 
that, as a result, the average price level, the cost of living, and 
wages are all placed on a higher level. 


THE IMPORT-EXPORT AGRICULTURAL BALANCE 


Let us first get the facts before us as to the extent of our 
agricultural imports and exports and changes in them. In Table 
26 are presented index numbers of our agricultural exports in 
five major groups since 1910. The average for the last 4 years 
when agriculture has been fairly stable is 20 per cent above 
that of the 1910 to 1914 period; and for all commodities except 


TasLe 26.—InpExX NuMBERS OF AGRICULTURAL Exports, UnITED STATEs, 
; 1910-1928 * 


(Base average, 1910-1914 =100) 


Year rear Grains | Cattle ee Bre 
endin coms ‘d airy an 
sane Af modities} except = products| vege- 

cotton faiies 

1910 78 58 77 

1911 92 93 92 

1912 114 126 100 

1913 110 120 134 

1914 106 103 98 

1915 138 302 133 

1916 118 479 134 

1917 118 716 127 

1918 101 975 87 

1919 145 1,287 177 

1920 134 1,275 153 

1921 127 524 137 

1922 137 571 118 

1923 112 406 129 

1924 104 451 213 

1925 126 396 186 

1926 106 397 200 

1927 136 288 285 

1928 112 263 248 


* Foreign Crops and Markets, p. 488, Sept. 24, 1928. 


TARIFF REVISION 185 


cotton, 43 per cent above it. The increase in exports of grains, 
dairy products and fruits and vegetables have more than offset 
the loss in cotton exports. In the meats group, the losses in 
exports of cattle and beef have been more than offset by gains 
in exports of pork products, except in the last 2 years when the 
European market for pork products has been very dull. 

Table 27 lists imports of animal and vegetable products sepa- 
rately and combined from 1910 to 1928. The last column reduces 


TABLE 27.—VALUE OF AGRICULTURAL ImpoRTS INTO THE UNITED STATES 
1910-1927 


(Index numbers, base average, 1910-1914 =100) 


A Animal Vegetable Total value 
Year products, | products, Total im: terms Index 
beginning million million million BILE! numbers 
June 30 dollars * dollars * dollars * million 
dollars ¢ 
1910 209 471 680 662 81 
1911 244 539 783 827 100 
1912 284 531 815 808 98 
1913 359 565 924 908 110 
1914 337 574 911 912 itil 
1915 484 706 1,190 1,160 141 
1916 560 845 1,405 1,089 132 
1917+ 604 1,015 1,619 898 109 
1918+ 707 1,070 eed 899 109 
1919 1,168 1,964 3,132 1,490 181 
1920 495 1,446 1,942 844. 103 
1921 493 786 1,279 855 104 
1922 807 1,099 1,905 1,257 153 
1923 621 1,096 LZt7 |) 1097 133 
1924 673 1,146 1,819 1,194 145 
1925 742 1,176 1,918 1,188 144 
1926 723 1,182 1,905 1,262 153 
1927 Tou 1,143 1,880 1,258 153 


*U. S. Dept. Agr. Yearbooks. Compiled from Monthly Summary of Foreign Com- 
merce and Navigation. 

+ Monthly Summary of Foreign Commerce and Navigation. 

+ Total value of animal and vegetable products imports divided by Bureau of Labor 
index of wholesale prices (1910-1914 base). 
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the combined figures to an index basis after reducing them all 
to dollars of 1910 to 1914 to get them on a comparable basis. 
The average index for the years 1924 to 1927 is 149. That for 
exports computed for the same years and on the same basis would 
be 118. For forest products, the same comparison is: imports 
211; exports 103. For metal products and manufactures thereof : 
imports 152; exports 168. For finished manufactured products: 
imports 137; exports 177. For semimanufactured products: im- 
ports 137; exports 117. While imports have been gaining on 
exports in agriculture, forest products and semimanufactured 
products, the reverse has been most pronouncedly true for manu- 
factured goods. 

In Table 28 the import-export balance for agricultural prod- 
ucts is shown by years since 1922. Both imports and exports 
seem to have been rather stable and evenly balanced during the 
last three years. 


TABLE 28.—BALANCE OF Exports AND Imports OF AGRICULTURAL PRODUCTS, 
UnitTep States, 1922-1928 (ENDING JUNE 30) 


(In Millions of Dollars) 


Year Exports Imports Excess of Imports 
1922 1,916 1,283 — 633 
1923 1,799 1,905 +106 
1924 1,867 legally —150 
1925 2,280 1,819 —461 
1926 1,892 1,918 + 26 
1927 1,908 1,905 — 3 
1928 1,816 1,880 + 64 


Table 29 shows the actual average annual import-export bal- 
ances for the years 1924 to 1928 for the groups previously named. 

It is interesting to compare these figures with domestic pro- 
duction. The total value of all farm products at the farm for 
the crop year 1927 to 1928 was $12,253,000,000, excluding prod- 
ucts fed to livestock and used for seed. The 1927 to 1928 ex- 
ports are 15 per cent of this amount. But one of these valua- 
tions is at the farm and the other in the wholesale market. If 
both were valued in the wholesale market, the exports would 
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equal around 11 per cent of the production: and the imports 
also 11 per cent of it. Thus 89 per cent of the production of our 
farms in 1927 to 1928 found a market at home. About 33 
per cent of it was consumed by the farm families on the same 
farms where produced. The manufacturing exports of 1927. 
were 5 per cent of the 1925 census figures for value of manufac- 
tures for the same year, and the imports 3 per cent of it. There 
is considerable duplication in the census figures for value of 
manufactures, but the ‘‘value added by manufacture’’ will not 
serve either. 


TABLE 29.—BaALANCE OF DoMESTIC EXPORTS AND IMPORTS FOR AGRICULTURAL 
Propucts AND OTHER CLASSES; CALENDAR YEARS 1923-1927* 


(In Millions of Dollars) 


Excess of 


Commodity Group Exports Imports aah ae 
imports — 
Notsculeurall peer mre errr eis et cee 1,949,247 | 1,853,046 | + 96,201 
TOROS te a A Ba ni an ake ee 156,843 541,480 | —384,587 
Manufactured foodstuffs.............. 539,368 470,676 | + 68,692 
PSMMMANULAChUNeS we ies walcies see oe ae 638,269 737,167 | — 98,898 
Finished manufactures...............- 1,769,576 814,321 | +955,255 
Non-metallic minerals................. 657,085 22,327 | +634,758 
Metals and manufactures except machin- 
CIyeANCaVeHiCleS hoe oe ae nti eee ase 444,954 312,428 | +132,526 
Machinery and vehicles............... 673,478 263,829 | +409,649 


* Foreign Commerce and Navigation. 
+ U.S. Dept. Agr. 1927 Yearbook, p. 1130, Table 472. Compiled from Monthly Sum 
mary of Foreign Commerce and Navigation for year ending June 30. 


The agricultural products making for an excess of exports 
over imports, in the order of their importance in 1927 and 1928, 
were as follows: cotton; grains and grain products, mostly wheat 
and flour; meats and meat products, mostly pork products; 
tobacco; and fruits. The agricultural products making for an 
excess of imports over exports were in similar order, silk, coffee, 
sugar, oilseeds, hides and skins, wool and mohair, vegetables, 
chocolate and cocoa, and tea. No other class of agricultural 
commodities had excess imports of over $25,000,000 value.* 

1See Table H in Appendix for the data. 
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It is at once apparent that the data on agricultural imports 
will become more significant if one first removes those products 
in which we do not compete with other countries; such as silk, 
coffee, tea, cocoa, spices, bananas, cocoanuts and other foreign 
nuts, flax, jute, sisal and other foreign fibers, buffalo, kid and 
other sorts of foreign hides. Table 30 lists the agricultural 
imports of the really competing products, making a rough sorting 
according to the class in which each product more nearly belongs. 
Obviously, no clear line can be drawn. Foreign classes of nuts, 


TaBLE 30.—Imports Into Unirep States oF ComMpPETING AGRICULTURAL 
Propucts FoR YEARS ENDING JUNE 30, 1927 anv 1928 


(In Thousands of Dollars) 


1927 1928 

MIVerAnlMals yet a ae eer ae ee ee 17,630 26,208 
Dairy products Wasco seo woe netics eee 42,100 37,754 
Merarindrer oe products eine sce annette: 7,592 3,710 
Hidestamadyakins: tease seve soma veto recreates eee 55,156 102,791 
Meatvand: meat products scares eae ree 17,636 23,027 
W)C Ls Fairs rvcte Sic oases cca hey tameteantns hatin CR 80,613 78,047 
Miscellaneous animal products................ 38,090 36,961 
Cotton Wye eF cee ceil he) beeen sols, seed ne 37,206 44,803 
EUUELES Set aes pee emenee ee Beate hark tae tig ed oe cae 21,972 20,280 
Grains and. eran products ayaa ier ie iene 28,480 34,616 
i UAE Nartniencahs ase ae anne ct odie PRR A ean 26,418 23,997 
Oils. Tae, Atatesetetes ean he tras decree eis kee tach es 63,252 62,055 
Oilseeds il: sontreeme trrecciteritw. steer ane eect 44,284 32,710 
GOGSN wher cin ein ee Bee ee Come eaeeeeet 10,351 8,516 
USAT Micwsitecen Suen rea ae Gar a ene 265,285 245,538 
TODRCCO sf cote oe ee are ee 76,672 58,804 
Viepetables:. 2 os 2y ak tan tatunttenie Westen atag aie 38,709 39,185 
Miscellaneous vegetable products.............. 16,486 23,804 

PO telé. 5... 50, 2 ye mepectac Setba age seat iv thoreat ace ae aee ae 887,932 902,806 


* Excluding buffalo, kangaroo and wallaby, deer and elk, and goat and kid. 

} Excluding mohair, alpaca, cashmere, ete. 

t Excluding bananas. 

§ Excluding brazil nuts and coconuts in the shell and coconut meats desiccated or 
prepared, 

4] Excluding essential and distilled{oils, Chinese nut or wood oil, sesame oil and rape oil. 
All of the vegetable oils are more or less competing and, hence, most of them are included, 
even though, like the palm oils, not produced in the United States. 

|| Excluding castor beans, copra, poppy seed and perilla and sesame seed. 
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vegetable oils, fruits and vegetables, for example, compete to a 
greater or less extent with the domestic commodities of somewhat 
similar type. On the other hand, the domestic production of cer- 
tain others, such as pineapples, olives, and currants, competes to 
a very limited extent with that of foreign areas. The total for 
1928 of $902,806,000 is to be set over against exports of $1,816,- 
000,000 for the same year that might conceivably have been cur- 
tailed for the sake of expanding domestic production for the 
home market.’ 

Another deduction needs to be made for the imports from the 
Philippines, which must be interpreted as part of our home market 
under our existing trade relations. We received $77,744,000 of 
agricultural products in 1928, and $64,592,000 in 1927. The final 
figure for competitive agricultural imports for 1928 becomes 
$825,062,000, which is something like 6 per cent of the value of 
our domestic production. 


THE BASIS FOR THE RATES 


If tariff duties are to be the only device employed for raising 
the prices of farm products by government action, one sort of a 
schedule of rates. is needed; if at the same time ‘or later, some 
one of the plans discussed in Chapt. VIII to XII following, for 
making the tariff effective is adopted, then another sort of sched- 
ule of tariff rates is needed. In this chapter we will proceed on 
the first assumption. 

Determining the proper basis for rates even on the first 
assumption is not as simple as commonly thought. The ideal 
basis is the one first named in the following list; but in the pres- 
ent state of social mindedness of our population there is little 
chance of its receiving much consideration. 

-1. The welfare of the nation as a whole over a period as long 
as a nation should consider at one time.—This basis could justify 
import duties under the following circumstances: 

a. Young agricultural industries which will eventually be 
able to stand alone without any tariff subsidies. The industrial 

2In the recent hearings before Congress, L. J. Taber of the National 
Grange gave $1,200,000,000 as the value of competitive agricultural imports. 
His figure is based on group totals, whereas the $902,806,000 is what is left 
after certain non-competing items are removed from some of the groups, 
such as goat and kid, kangaroo, ete., from hides, 
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history of the United States and foreign countries has demon- 
strated repeatedly that a new industry needs help in its early 
stages. Protecting it with import duties is the simplest of all 
possible ways to render such aid. But history has also demon- 
strated that it is a dangerous method to use because such indus- 
tries seldom realize when they have become strong enough to 
stand alone. 

b. For agriculture as a whole, as for manufacturing as a 
whole in an earlier period in the United States, because the pro- 
duction program of the nation is not in proper balance. Using 
import duties under such circumstances also is dangerous for the 
reason that any large industry is likely to represent considerable 
political influence and to use this in retaining its protection long 
after it has expanded to proper proportions. 

c. For lines of production which are important from the 
standpoint of conservation of our national resources. For 
example, it may be desirable to protect livestock products in 
order to keep cash-crop farming from depleting our soil resources 
too rapidly. The argument on this basis can be very easily 
overworked. 

d. In emergency conditions such as following a war. It need 
hardly be stated that difficulty is always experienced in removing 
the duties after the emergency is over. 

e. To assist some section of the United States temporarily in 
order to hasten its economic readjustment. This might have 
been used as an argument for protection of flaxseed production in 
our Northwest during the past several years. 

f. To assure a supply of food and clothing in time of war. 
Needless to state, this basis for protective duties can be invoked 
to an extremely limited extent in the United States. 

As the matter now stands in the United States, we have 
imposed tariff duties on industrial products especially for nearly 
all of the foregoing reasons. Once having done so, we have rarely 
been able to remove them again. As a result, the nation is oper- 
ating like a man walking on stilts. Prices are high, wages high, 
rents high, costs high, middlemen’s margins high, with a great 
deal of uneconomic production in industries which eannot stand 
alone without subsidies from the consumer in the form of higher 
prices of their products. 

2, The welfare of agriculture as a whole without regard to 
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the welfare of the rest of the nation—On this basis, tariff duties 
would be imposed that would help agriculture though the rest of 
the nation had to pay for it. This would justify duties on many 
agricultural products, but not on all of them. Some would cost 
agriculture as a whole more than any farmers would get out of 
them. As will be explained later, this would be true of a duty 
on sugar and probably of a duty on hides. 

The American Farm Bureau Federation took this sort of a 
basis for rates, although only in a half-hearted fashion, at the 
time the Harding Tariff Act was enacted. Its officers never came 
to any clear unity of opinion on the subject; but in general the 
position was that the Federation was a national farmers’ organi- 
zation in which nearly all of the states were represented and 
that no duties could be favored which would cost the farmers 
as a whole more than any particular group would get out of 
them. An inquiry sent out to the state bureaus with respect to 
tariffs on seeds brought back the information that only a few of 
the seed-growing states favored such duties. The seed-buying 
states were opposed to them. A similar inquiry as to duties on 
hides brought back the information that only in the important 
beef-cattle sections were duties wanted on hides. But the Fed. 
eration proved to be too weak an organization to carry out such 
a program. <A group of western senators and congressmen, 
dominated by the late Senator Gooding of Idaho, who wanted 
higher duties on wool and a few other products at all costs, for 
personal or political reasons, or both, formed a tariff bloc of their 
own and undermined the program of the Federation. Before 
such a basis for tariff duties can be adopted, a long program of 
education of our farm population is needed. Our farm people 
must first learn to forget their old political alignments and 
prejudices and submerge their narrow local interests in the good 
of the whole. 

3. Duties on each product at the level which will add most 
to the average price of this product.—This differs from the above 
in that duties will be included on some products that will help 
the growers of them, but at a cost to the rest of the farmers that 
exceeds what the growers gain. The most important reason that 
farmers should oppose this basis is that if it comes to be generally 
adopted it is impossible to deny to the manufacturers of any 
product any duty that will benefit them at the expense of the 
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rest of the nation; and when all the manufacturers get all the 
duties that can be justified on this basis, the prices of the goods 
bought by farmers will be raised to such a level that the farmers 
as a whole will have smaller net incomes than they would if no 
tariffs at all had been imposed. The cost of living is raised over 
the whole nation, and along with this, wages, rents, middlemen’s 
margins, and transportation costs. 

This basis comes fairly near to being the actual basis on which 
tariffs are being made at the present time. 

4. Duties on each product that will keep out all importations 
of it whatever—First, importations at all seasons of the year; 
for example, of winter eggs, early tomatoes from the west coast 
of Mexico, and early potatoes from the Bermudas. Second, all 
types of products which in any way compete with the domestic 
types, such as Spanish onions, Brazil nuts, Patna rice, and even 
bananas. Third, at all points; for example, corn in New England 
and oats in New York State. This seems to be what most of the 
farm groups of producers are now asking, except in the ease of 
sugar, wool, hides, and a few others. They have not yet devel- 
oped courage enough to go the whole way with these. In gen- 
eral, just as soon as a snitch of some foreign product appears in 
our markets, there is a howl from the producers of it for higher 
duties. Farmers and manufacturers are alike in this respect. 

It is much to be doubted that the foregoing represents the 
best policy, for the following reasons: 

a. With certain farm products, such as flaxseed, dairy prod- 
ucts, and beef, whenever production is close to the exporting 
point, prices become very unstable. The effect of the import 
duty on prices goes on and off alternately. Inasmuch as it takes 
a high duty to keep imports out at all times and places, the 
duties worked out on this basis tend to be high. Consequently, 
the ascents and descents in prices are steep. The demand for 
most farm products is so inelastic, and the supply so difficult 
to inerease immediately, that the prices of them will rise to the 
famine stage under very high tariff duties and then drop 
abruptly after production catches up. The new production is 
likely to find prices already too low for any profit when it arrives 
on the market. As a result, the average price over the year, and 
particularly the net income, is more likely to be lowered than 
raised with excessive duties, 
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b. Tariff duties made high in order to prevent importations 
in certain localities most accessible to foreign supplies will make 
“prices excessively high in these areas whenever the local produce. 
tion is unusually small. Ordinarily, the consumption is so small 
in these sections that the price in the main producing areas is 
raised little or none by the high duties. Corn, oats, and hay illus- 
trate this phase of the problem. 

c. Duties which make prices excessively high in deficit areas, 
in certain years, particularly arouse hostile feelings in these sec- 
tions. They array the eastern farmers against the western 
farmers. This is undesirable from the standpoint of successful 
national agricultural programs. 

d. The famine prices which consumers may have to pay 
during periods of a week or two rouse opposition to agriculture in 
the cities and make it difficult to secure support for much more 
important measures for agriculture. They cause the ery of food 
monopoly to be raised and hinder the program of cooperative 
organization. 


GENERAL EFFECTS OF AGRICULTURAL DUTIES 


Prices.—Duties on farm products as upon other products 
will raise the domestic price of them approximately the full 
amount of the duty provided the country is regularly importing 
the product. The sugar and flaxseed duties are good examples 
of such duties. If the domestic production is somewhere nearly 
equal to domestic consumption, little or none is imported in 
years of good crops, and the tariff duty is not effective at all, or 
is effective in some months and not in others. If the country is 
definitely upon an export basis for a commodity, a tariff duty 
on it is not generally effective. Special types or qualities of the 
commodity, however, may need to be imported—as for example, 
Patna rice, needed in making soup, grown in the Orient. If the 
import and export types of a commodity are entirely non-compet- 
ing, the tariff duties on one do not affect imports and prices 
of the others. If one can be substituted for the other to some 
extent, as hard winter wheat for hard spring wheat, or pork for 
beef, then the effect of tariff duties on the price of either one is 
reduced. In a large country such as the United States, a com- 
modity like corn may be imported on the east and west coasts, and 
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exported from the Corn Belt in between. Without tariff barriers, 
a large volume of importations of farm products would arise 
merely because of the nearness to our principal consuming areas 
of parts of Canada and Mexico, or even of South America and 
Europe when ocean versus railway freight rates are taken into 
account. Much butter, for example, would move from Canada 
into our eastern markets, and we could, in turn, export more 
butter to Central and South America, if the duty on it were 
removed. In general, imports which develop because of location 
advantages affect the prices of products only locally, having 
little or no effect on the average price in the country. Prevent- 
ing such imports by tariff barriers raises the price in the locality 
by the full amount of the duty only if it is still cheaper to import 
than to ship from elsewhere within the country. A duty on 
cream cannot raise the price of it in New England beyond the 
point where it. is cheaper to ship it from Wisconsin. 

If a foreign country has lower transportation costs to the 
principal consuming centers of a country than its own producing 
areas, the effect of the tariff duty is, in general, lessened by this 
amount. Argentina flaxseed has lower costs to eastern crushing 
mills than does Dakota flaxseed, and hence the 40 cent tariff 
duty is not fully effective. 

Farm products may be imported into a country either in raw 
or in manufactured form—as wheat or as flour. If the tariff 
duty on the manufactured product is not as high as the duty 
would be on the raw materials used in it, the imports come in 
that form instead. In general, the actual rates on manufactured 
products are considerably higher than on the raw material 
equivalent—the manufacturer demands protection on his ‘‘eon- 
version costs,’’ the same as the farmer gets on his ‘‘production 
costs.”’ 

Imports and Exports.—It follows from the foregoing that 
the general effect of tariff barriers is to reduce the volume of 
both imports and exports. Past history indicates that it has less ° 
such effect than one would suppose. Trade between countries 
has a way of persisting in spite of obstacles. You may check it 
in one commodity; but the ingenuity of man soon finds a new 
commodity to exchange—invents it if need be. But that tariff 
duties do tend to reduce the volume of trade between countries, 
few will deny. It will, of course, be hard to prove it statistically 
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for a rapidly developing nation like the United States. The 
question always is, what would have been our volume of exports 
and imports if trade had been less hampered by tariff restrictions ? 
The World War spoiled all comparisons for the Taft, Wilson, and 
Harding tariffs. 

So far as any one group of products, such as the agricultural 
group, is concerned, the effect on the volume of foreign trade may 
be rather different from the total effect. A protected manufac- 
turing industry may convert the farm products of the nation 
into manufactured goods and export them as such, thus reducing 
the apparent exports of agricultural products. It may at the 
same time be allowed to import wool, hides, silk and other raw 
materials free of duty, thus increasing the import totals for 
agricultural products. Both of these things have happened to 
the United States. Taking the agricultural products by them- 
selves, there can be no doubt that we are importing and exporting 
less of them than we would if the purely agricultural duties were 
removed. This will be made abundantly clear later. The statis- 
ties of agricultural imports and exports can be made to point 
no moral on this subject. The index of exports for 1923 to 1927 
is approximately 6 per cent below the agricultural production 
index; the index of imports around 21 per cent. Cotton exports 
figure most largely in the former; a rising scale of living in the 
latter. What these indexes would be like with the duties of 
wool, sugar, flaxseed, wheat, oranges, and lemons removed, we can 
only surmise. 

A reduction in the volume of imports and exports means a 
closer approach to agricultural self-sufficiency. 

Internal Trade.—Shutting out Canadian butter, milk, cream, 
oats, and other farm products from our eastern markets causes 
more transportation and trade in these within the United States. 
This may be taken as an example of the effect of tariff barriers 
on internal trade. 

Buying Prices—The higher domestic prices for farm prod- 
ucts resulting from effective tariffs are passed on to the consumers 
in higher retail prices. How much they raise retail prices is not 
known, but surely much more than the effective tariff duties 
amount to. The higher farm and wholesale prices mean higher 
interest charges on carrying the goods and higher middleman 
margins generally. Many of the margins or charges for market- 
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ing services are figured on a percentage basis, and are com- 
pounded and recompounded as the goods pass from one middle- 
man to another. Profits are reckoned on a percentage basis also. 
The additional transport and handling of the larger internal 
trade mentioned above all costs money. It is a commonly recog- 
nized fact that margins and marketing costs are much higher in 
the United States than in most other countries; and there is little 
doubt that our system of high tariff duties is an important factor 
in this. These higher middleman margins are combined with the 
direct tariff effects to give the United States consumer a pur- 
chasing power for his dollar of wages or income which is one of 
the lowest in the world. The farmers pay toll along with the 
other consumers. 

Frequently in the hearings on the McNary-Haugen bills, and 
again in the recent tariff hearings, the statement has been made 
that considerable percentages could be added to the price which 
the producer receives without adding anything to the price the 
consumer pays. The basis of this claim is that the spread 
between producer and consumer prices is so wide that it will 
absorb the higher price to producers, and consumers will not 
notice the difference. It is entirely proper to remark at this 
point that the railroads might argue on the same basis that a 
considerable rise in freight rates would not reduce prices to 
farmers or add to consumer prices. The evidence is very clear 
that middlemen margins do not squeeze up and let the additional 
freight costs in with no effect on producer and consumer prices. 
It is equally clear that they do not squeeze up and absorb addi- 
tional tariff duties. On the contrary, the additional tariff duties 
are, in many cases, considerably increased, as above explained, by 
the time they have reached the consumer. Take the ease of a 
tariff on hides, leather, and shoes. As much as 2 years may 
intervene between the slaughter of the steer and the sale of the 
shoe. A duty that would add 50 cents to the cost of the hide 
would, in the opinion of those who know the shoe trade, be 
increased to at least $1 by the time it reached the buyer of the 
shoes, instead of nothing, as has recently been claimed by advo- 
eates of such a tariff duty. Others claim that it will add only the 
amount of the tariff duty, that the jobber and retailer will take 
the same margin in cents as before, and thus add only the duty 
to the price. This would mean, to take the ease of the retailer, 
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that when he pays $2.90 for a pair of shoes that he sells for 
$4, he would then pay $3.40 and sell for $4.50. If so, his markup 
would be reduced from around 40 to around 32 per cent. No 
doubt many retailers at first work out their prices on this basis. 
But the whole history of retail margins indicates that this prac- 
tice quickly changes, and that presently the same shoes are 
priced at $4.75, representing the same 40 per cent margin as 
before. Shoe merchants’ margins are higher percentages now 
than when shoes were much cheaper. There are good reasons 
for believing that the Tariff Act of 1922 is a factor in the widen- 
ing margins noted in Chap. I. One would expect many years to 
pass before it produced its full effects. 

Price Stability—It has long been observed that under the 
system of commercialized agriculture that has developed, prices 
of farm products, especially at the farm, fluctuate more widely 
than formerly. The more commercialized it becomes, the more 
the fluctuations tend to be. Many farm leaders consider this 
instability of farm prices as one of the major problems of the 
day. It is popularly supposed that higher tariffs tend to correct 
this instability. Yet both the evidence and the theory are to the 
contrary. Put up a very high tariff wall and prices at home will 
rise very high before domestic production catches up and levels 
them out again. With a moderate tariff, foreign supplies flow in 
and keep prices from rising to dizzy levels while domestic produc- 
tion is catching up. No doubt the dizzy prices hasten the catch- 
ing-up process; but they also intensify the price slump following. 
The popular error on this point arises from focusing attention 
on the checks and slight temporary recessions in prices which 
occur just at the point where it pays to import. But these tem- 
porary effects are of slight importance compared with the longer 
ascents and steep declines that occur behind a high tariff wall. 

Tt is not within the province of this chapter to analyze the 
effects of instability of prices. But it should be pointed out that 
whenever a high tariff premium does stimulate production of 
such products to the export point, the chances are that the new 
production will suffer severely in the price slump following, since 
it is likely to be high-cost production. A tariff rate which approx- 
imately offsets the normal comparative advantage of the product 
in the importing country does not have as disturbing an effect 
on the domestic price as does a high tariff rate. 
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Associated with the instability of prices caused by excessive 
tariff duties is, apparently, an instability of production. Market- 
ing tends to be made more disorderly as well as production. 

General Effects.—Tariffs on agricultural products may keep 
a nation from becoming too largely urban, if the nation is already 
largely urban and industrial. They would have this effect in 
England. They have had such an effect in Germany. The result 
is more farmers and smaller farms, and a smaller volume of out- 
put per person engaged in agriculture. Agricultural tariffs may 
also help infant agricultural industries to get a start—as has 
been thoroughly tried out with sugar beets in the United States. 
But natural advantages figure so much in agriculture, and eco- 
nomic organization so little, that infant industry protection has 
much less effect than in manufacturing. 


EFFECT OF AGRICULTURAL DUTIES BY COMMODITIES 


An examination of the tariff list reveals only two competitive 
products which do not now have tariff protection—ecotton and 
hides. All the others on the free list—coffee, tea, bananas, silk, 
sisal, ete., are non-competitive. Not much room is left for expan- 
sion of the home market and raising prices to producers. Appar- 
ently, the end must be obtained mostly by raising the existing 
tariff rates. But they seem to be rather high already. The 
ratio of duties collected to values of dutiable agricultural im- 
ports, including sugar, wool and tobacco, is running just under 
40 per cent. Nevertheless, we shall not be dismayed, and shall 
proceed to examine the proposition commodity by commodity. 
Let us turn to the free list first. 

Cotton.—It is generally assumed that a duty on cotton will 
have no effect on the price of it, in view of the fact that we 
export nearly 60 per cent of the crop; yet the fact remains that 
we also import about 375,000 bales a year. Of these imports 
three-fourths is long staple, 114-inch or over, mostly from Egypt 
and Peru, and about one-fifth is very short staple from China 
and India. A large part of the production of the United States 
is of shorter staple than our cotton mills can use. Of the mill 
consumption of cotton for last year, 57 per cent was 1 inch or 
over, whereas of the available supply of cotton in the United 
States on October first, carryover and new crop, only 35 per cent 
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was of 1 inch and longer staple. If a duty of 15 cents a pound 
were levied on cotton imports, the production of long-staple 
cotton would be increased in the western irrigated districts, and 
to a limited extent the production of medium-staple cotton. 
Imports would decline possibly to the point of being used only in 
cotton goods for export under the drawback provision. Perhaps 
as much as $30,000,000 might be cut from our import total. The 
price of at least 500,000 bales of domestic cotton would be 
increased by somewhere between 5 and 10 cents a pound, and as 
much as $15,000,000 might be added to the gross income of cot- 
ton growers in the United States. One of the important effects 
would be an increasing substitution by manufacturers of medium. 
staple for long-staple cotton. The additional cost to consumers 
in the United States would be considerably more than the addi, 
tional income of the cotton growers—easily twice as much. The 
price of longer stapled cotton would rise very high in the years 
when there was a short crop in United States, perhaps clear to the 
limit of the duty, and would include a small premium in other 
years. The level prices for ordinary cotton would be affected 
little if at all. 

Hides.—The import balance of the United States in hides 
comprises mostly cattle hides, calfskins, and goat and kid skins. 
What the shoe manufacturers would like is free hides and a duty 
on shoes. What the cattle men would like is a duty on hides and 
no duty on shoes. Ever since the Taft administration the two 
interests have compromised by keeping both hides and shoes on 
the free list. The imports of shoes have been small and the 
manufacturers have not cared much for a duty to protect them. 
Recently, however, a few Europeans have adopted American 
machine methods of making shoes and are selling certain types 
of shoes in the United States. In consequence, the manufactur- 
ers are now strongly insisting upon a duty on shoes; but the 
cattle men are equally insistent upon the duty on hides. Assum- 
ing that the hide is equal to one-eighth of the value of the careass, 
a duty on hides equal to 40 per cent of their value, which is about 
the average of the agricultural duties, would add about 5 per 
cent to the value of the animal. If a cattle man was produc- 
ing on a $10-a-head margin for his own labor and management 
before, he would now have close to a $15 margin. <A duty of this 
amount might easily add $40,000,000 to the gross income of agri- 
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culture. There can be no doubt that it would increase cattle 
raising somewhat; but it would not reduce the imports of hides 
and skins greatly. The people of the United States wear out 
the leather made from many more animals than they consume 
the meat from. Any increase in cattle production that is within 
reason would not cut more than $10,000,000 from our imports 
of hides and skins. The average farm family in the United 
States wears out about seven pairs of shoes and the average city 
family at least ten yearly. A 40 per cent duty on hides would 
add at least 50 cents to the leather cost of a pair of shoes and 
probably a dollar to the retail cost. It might cost farmers alone 
as much as $50,000,000, and city people several times that 
amount. It would be a large revenue producer for the govern- 
ment. Its most serious effect would be upon the exporting leather 
and shoe manufacturers of the United States. Those making 
shoes for export from imported hides and leather would recover 
their additional costs in large part from the drawback, but those 
making such shoes out of domestic hides would be forced out of 
business. Hides and skins made up 8 per cent of all agricultural 
imports in 1928, and 22 per cent of the competitive list. 
Sugar.—Of the farm products now receiving protection, 
sugar represents 13 per cent of all agricultural imports, and 36 
per cent of all the competitive imports. The duties collected on 
sugar averaged 53 per cent its value from 1923 to 1927. The 
tariff rates were nearly doubled in 1921 and 1922, and yet domestic 
production has averaged only 56,000 tons more since then than 
under the 1913 tariff rates, whereas imports have increased by a 
million tons. There has been some increase in beet-sugar produc- 
tion, but it has been nearly all offset by the losses in ecane-sugar 
production, due, in part, it is true, to ravages of plant pests. 
Beet-sugar production has averaged less in 1925 to 1927 than in 
the 3 years previous. The effect of the tariff has been to increase 
production in Hawaii, Porto Rico, and the Philippines, rather 
than in the United States. Our imports from these islands aver- 
aged a half million tons more in 1925 to 1927 than in the 3 years 
previous. The present tariff, assuming that it is fully effective, 
adds perhaps $60,000,000 to the gross incomes of the sugar pro- 
ducers in our insular possessions, and only $40,000,000 to the 
gross incomes of the growers in continental United States; but 
in excess of $50,000,000 to the amount paid for sugar by farm 
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families in the United States. The average farm family con- 
sumes 375 pounds of sugar in a year, and the present tariff is 
effective in their wholesale market to the extent of 1.75 cents 
per pound. The tariff duty on sugar could be still further 
increased with still further help, principally to the sugar grow- 
ers of our insular possessions, and at still greater cost to con- 
sumers. Nothing short of exorbitant duties would increase 
greatly the production within the continental United States, at 
least until the present period of overproduction of cane sugar 
comes to an end. 

Wool.—In the case of wool, the tariffs amounting to 31 
cents per pound of scoured content imposed in 1922 have appar- 
ently had some effect in expanding domestic production. The 
number of sheep on farms has increased from around 36,000,000 
in 1922 to probably 44,000,000 in 1928. In the days of the 1907 
tariff, of the ‘‘indefensible schedule K’’ of President Taft, the 
number of sheep ranged from 44,000,000 to 45,000,000. The pro- 
duction of fleece wool in the United States increased from 223,- 
000,000 pounds to 272,000,000 pounds between 1922 and 1927, 
and is higher now than at any time since 1911. Our imports of 
wool have declined from 366,000,000 pounds in 1922 to 248,000,- 
000 pounds in 1928. In the same period, however, our consump- 
tion of wool seems to have been declining at the rate of 5,000,000 
to 10,000,000 pounds per year, due largely to substitutions of 
other clothing materials and probably to a greater use of shoddy, 
both stimulated by the somewhat higher domestic prices of wool. 
The increase in the number of sheep in the United States must 
be interpreted in the light of the fact that an even more pro- 
nounced increase has been taking place in the world at large, 
the 1927 flocks being 65,000,000 or one-fifth larger than the aver- 
age for 1921 to 1925. The usual explanation of world increase 
is the high price of mutton that has prevailed ever since 1921. 
The price of lambs in the Chicago market since 1924 has aver- 
aged twice that of the 1910 to 1914 period. Accompanying these 
increases in numbers of sheep was a decline in prices received for 
wool by producers in the United States from 39 cents a pound in 
1923 to 31 cents in 1927. One is disposed, therefore, to conclude 
that imposing the 1922 tariff rates has had only a small effect 
in increasing the production of wool. 

There has also been a significant shift in the classes of wool 
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imported under the present tariff. Coarse carpet wool is allowed 
entry free of duty, on the theory that it does not compete with 
domestic classes of wool, our imports of it coming from the 
mountainous areas of the United Kingdom, China, India, Pales- 
tine and Syria, and Argentina. Nevertheless, since the tariff 
went into effect, our imports of carpet wool have ranged around 
140,000,000 pounds as compared with about half that in the 
period from 1913 to 1920. Imports of clothing wool, used in 
making worsteds and the like, which ranged from 200,000,000 
to 400,000,000 pounds per year from 1914 to 1921, have declined 
to an average of 17,000,000 pounds per year since 1922. The 
imports of combing wools, from which our finest clothing is made, 
have, in turn, increased from around 15,000,000 pounds per year 
to 160,000,000 pounds per year. Changes in types of clothing 
worn have, no doubt, been a major factor in these shifts. But 
changes in manufacturing practices have probably figured also. 
Apparently, the mechanics of the present tariff schedule has 
also played a part in these shifts. This is the first time that the 
tariff rates have been based wholly on a scoured-content basis. 
The clothing wools lose much less grease in scouring than do the 
combing wools. 

To complete the account, for reasons not readily apparent, 
the premium in the Boston market over the London market has 
apparently been declining, from 41 cents a pound for fine staple 
wool, scoured, in 1922 and 1923, to around 20 cents in 1926 and 
1927, and around 30 cents just at present. This 20 to 30 cents 
probably means less than one-third of this amount in prices to 
producers for raw unwashed wool. 

If the present tariff were fully effective, it would add at least 
$25,000,000 to the income of the wool growers and considerably 
more than this amount to the cost of the wool used by woolen 
manufacturers in the United States, since woolen mill consump- 
tion is about twice the domestic production. Abundant evidence 
as to retail-clothing prices points to a manifolding of this whole- 
sale margin by the time it is passed on to the consumers. 

Since the London wool market is larger than the Boston wool 
market, it is the stabler of the two. The fluctuations in the 
spread between these two markets therefore indicate that the 
tariff is making prices in the Boston market more unstable. 

Higher tariff duties on wool would no doubt stimulate some 
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further increase in production and curtail imports still further. 
But most of the evidence points to no large increase unless the 
new rates were very high. The duties now imposed equaled 46 
per cent of the value of the wool imported in 1927. Figured at 
the farm, the percentage would be somewhat less. The stimulus 
that higher duties would give to the use of silk, and especially 
rayon, might easily offset all the increase in the home market. 
One can therefore look to no large reduction in the $80,000,000 
of wool imports as a result of reasonable tariff increases. Our 
wool imports are 4 per cent of our total agricultural imports and 
10 per cent of the competitive imports. 

The tariff duties imposed on live sheep and mutton in 1922 
have principally reduced the amount of exchange of these 
between the United States and Canada and, hence, have affected 
production locally; but they have probably also stimulated the 
growing of feeder sheep on our ranges. Higher duties might 
shut out most of the 40,000 head of sheep and 3,000,000 pounds 
of mutton now entering the United States and cut $500,000 
from our imports of these. 

Flaxseed.—Another product clearly in the deficit class is 
flaxseed, of which around 20,000,000 bushels per year have been 
imported since 1922, roughly a half of the domestic consumption. 
Raising the duty from 40 to 70 cents per bushel would probably 
cause the 20,000,000 bushels to be produced at home and cut off 
$40,000,000 of imports per year. The present tariff rate is not 
altogether effective because the cost of transporting flaxseed from 
Argentina to New York is 7 or 8 cents less than from the produc- 
ing areas in the United States. The duties now collected are 
only one-fifth of the value of the flaxseed imported. The present 
duties are adding about $9,000,000 to the gross income of flax- 
seed producers and costing the manufacturers about $17,000,000 
more in the wholesale market. What the cost to consumers of 
paint and other linseed-oil products is difficult to estimate. 
Duties raised to 70 cents a bushel would change the two fore- 
going figures to around $12,000,000 and $25,000,000, respectively. 
A tariff as high as 70 cents a bushel would also add an important 
new element of instability to flaxseed prices. Whenever the 
season was favorable, the domestic supply would threaten to 
exceed domestic demands and the prices would sag quickly, and 
as the weather promised good or bad the prices would make wide 
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sweeps upward and downward. The 70-cent duty here assumed 
is probably the maximum that could be imposed without causing 
an export surplus and low prices every year of good weather, 
and hence decreasing the gross income of the flaxseed growers. 
Quite possibly, a 60-cent duty would produce higher average 
prices than a 70-cent duty. The 1924 crop of flaxseed in the 
United States was so large that the tariff premium of only 40 
cents vanished for several months. If the tariff had been 70 
cents a bushel, the decline would have been much more severe. 
Tobacco.—Our imports of tobacco have averaged about 
75,000,000 pounds a year since the World War, valued at around 
$60,000,000. This is mostly cigarette leaf and cigar filler of types 
not grown in the United States. About $14,000,000 worth of it 
in 1927 and 1928 was cigar wrapper, which competes to a con- 
siderable extent with wrapper leaf grown in the Connecticut 
Valley and elsewhere. The duty on this wrapper leaf is $2.75 
per pound, which is more than the import value of it. The duty 
on the other tobacco imported is 35 cents per pound, which is 
over half its value. Raising these duties would increase the rev- 
enues of the government, increase production somewhat, and cur- 
tail imports in about the same proportion. Much of the imported 
tobacco is used as blends with domestic types and thus provides 
a wider market for them. Other import types of tobacco repre- 
sent luxury consumption of those who will pay the extra price. 
The same is true of the imports of manufactured tobacco, cigar- 
ettes, and cigars not included in these figures. Our exports of 
tobacco are very large, ranging around 500,000,000 pounds per 
year, besides 7,000,000,000 or 8,000,000,000 cigarettes, 10,000,000 
cigars, and 5,000,000 pounds of plug and smoking tobacco. The 
tobacco acreage has increased a half since 1910 to 1914, along with 
the increase in consumption. There has been about an equivalent 
increase in imports. If tariff duties are to be increased, this is 
probably about as good a place to increase them as anywhere. 
Higher duties will add appreciably to the incomes of the pro- 
ducers of import types of tobacco and will add very much to the 
revenues of the government. Tobacco consumption is generally 
recognized as a type of consumption which can stand taxation. 
Dairy Products.—In 1927 and 1928, the value of imports of 
dairy products averaged $40,000,000, and of exports $17,000,000. 
But cheese imports account for $24,000,000 of the imports and 
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only $1,000,000 of the exports. The Tariff Act of 1922 raised 
the duties on foreign cheeses from 20 per cent ad valorem to 5 
cents per pound. These cheeses mostly come from Italy, Switzer- 
land, Greece, and Argentina and are largely bought by our for- 
eign population. Swiss cheese is the only one which meets strong 
domestic competition and the duty on this has recently been 
raised to 7.5 cents per pounds. Somewhat higher duties would 
reduce importations of cheese considerably in time, especially as 
the new types of domestic processed cheese came to take the place 
of some of them. Very high duties would reduce the consump- 
tion of many of them at once. Imports of butter have averaged 
only 7,000,000 pounds a year, valued at around $3,000,000 since 
1924. Since the duty was raised from 8 to 12 cents a pound in 
1926, small quantities have dribbled in at-crucial points in the 
market situation from New Zealand, Argentina, Denmark, the 
United Kingdom, and Canada. Still higher duties would stop 
these dribbles altogether; but they would need to be 20 or 25 
cents a pound to do this, because, for very short periods, prices 
of butter would rise very high if a domestie¢ shortage developed, 
oleomargarine being the principal offsetting influence. The duty 
on milk and cream could very consistently be raised to twice the 
present level of 2.5 and 20 cents a gallon, respectively, and this 
would have the effect of largely checking the $9,000,000 worth of 
imports of these commodities, mostly cream from Canada. The 
eastern markets would then get more of their cream from Wis- 
consin and Minnesota. The casein imports worth around $3,000,- 
000 a year could also be stopped by higher duties. Our exports 
of dairy products are mostly of condensed and evaporated milk, 
but from 5,000,000 to 8,000,000 pounds of butter are exported 
annually, mostly to Central and South America. 

The butter tariff duty is an outstanding example of a tariff 
duty producing instability. A tariff of 8 and then 12 cents seems 
to have kept the price in New York about 5 cents higher as an 
average than that in London; but the premium has ranged from 
nothing to over 12 cents. From 1922 to 1924, prices in Denmark 
on export butter ranged from 30 to 41 cents a pound, or 11 cents, 
and in New York for a similar grade, from 39 to 55 cents a 
pound, or 16 cents. In 1925 and 1926, prices were about the 
same in the two markets, sometimes higher in Denmark. Since 
the 12-cent tariff went into effect, Denmark prices have again 
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been lower, ranging from 32 to 41 cents, as contrasted with a 
range of 40 to 55 cents at New York. This recent situation is 
not due to the tariff duty, but to the fact that butter production 
is very large just at present in Denmark and other European 
countries. The additional duty of 4 cents a pound has added 
little if anything to the spread in prices between the two coun- 
tries. For periods of a few weeks in the fall the 12-cent duty 
may raise prices a few cents higher than an 8-cent duty would, 
but the recession in price which follows is likely to offset fully the 
greater rise in price. Butter production tends to lag behind 
prices by a period of from 1 to 6 months. When prices rise 
sharply, production starts upward slowly and does not reach 
its peak until some time after prices have turned downward 
again. Much of the new production stimulated is, therefore, 
at a loss. These estimates must be interpreted as in combination 
with the usual seasonal movements of butter production. 
Duties on butter are probably adding as much as $50,000,000 
to the gross receipts of the dairy farmers selling butterfat, and 
perhaps an equal amount to the receipts of farmers selling milk 
and cream for use in cheese, ice cream, condensed and powdered 
milk, fluid milk, ete. Only about one-fourth of the total milk 
production goes into butter, and although the various users of 
milk compete with each other in a general way, local factors 
enter into the situation to such an extent that cheese and milk 
and cream tariffs determine the level of domestic prices much 
more than does the butter tariff. An additional duty on butter 
would add little or nothing to farm incomes, but higher duties 
on cheese, cream, milk, and casein would add considerable— 
perhaps as much as $25,000,000, taking the country as a whole. 
The cost of the dairy products tariffs to the consumers is not 
greatly larger than the additional income of the producers. 
Eggs.—The imports of shell eggs and of frozen and dried 
eggs reduced to a shell equivalent have averaged 43,000,000 dozen 
per year, and our exports, practically all of shell eggs, 28,000,000 
dozen per year. All but 350,000 dozen of the imports are of 
frozen or dried eggs. The imports represent only about 2 per 
cent of our domestic production. The small imports of shell eggs 
are from China and Canada mostly, and those of frozen and 
dried eggs almost wholly from China. Our exports consist 
largely of small or pullet eggs to Cuba and Mexico, and the 
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United Kingdom and Canada have been taking about 10,000,000 
dozen a year recently. Egg freezing has been developing rapidly 
in the United States, doubling since 1920, so that now 55 per 
cent of the domestic consumption of frozen eggs, and 40 per cent 
of both frozen and dried products are produced in domestic 
plants. The use of egg products is also developing rapidly. Shell 
eggs were free of duty under the 1913 Tariff Act, and have had 
a duty of 8 cents per dozen since 1922. Imports of shell eggs 
have been almost entirely checked as a result, but exports have 
been curtailed also. Further duties would check these imports 
still further, if $80,000 a year of imports is worth legislating 
about. The Tariff Act of 1922 raised the duty on frozen eggs 
from 2 to 6 cents per pound, and on dried eggs from 10 to 18 
cents per pound. Apparently, further duties on frozen eggs 
still within reason would reduce imports greatly. But a very 
heavy duty would be required to check the imports of egg 
powders. The total value of egg imports, however, was only 
$8,000,000 in 1927. 

The present duties are effective for approximately the full 
amount on the 80,000,000 dozen of eggs frozen in this country, 
and to an uncertain extent on the rest of the 2,000,000,000 dozen 
of eggs produced in the United States. Only in the winter and 
in certain areas does the general duty on shell eggs affect the 
domestic price. <A liberal estimate of the increase in gross income 
of the poultrymen of the United States because of the present 
duties would be $20,000,000. Additional duties might double 
this amount. The additional cost to the consumers would not 
be greatly more than the increase of income to producers. 

Beef and Veal.—The United States has been on a net import- 
ing basis for beef and veal for several years, but this reflects the 
influence of a temporary recession in the industry, from which 
it will surely recover very shortly. Even though exports may 
again exceed imports in a few years, this condition will probably 
last for only a short time. The foregoing statements, however, 
must be understood in the light of the information that the excess 
imports at present principally take the form of feeder cattle, to 
be fattened in our Corn Belt, shipped in from Canada primarily, 
and Mexico secondarily. The imports of beef and veal, totaling 
50,000,000 pounds in 1928, have come mostly from Canada, New 
Zealand, and Australia (Argentina beef exports are now all going 
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to Europe). Higher duties would for the most part, have shut 
out these imports valued at over $6,000,000 in 1928, and also the 
feeder cattle imported, valued at nearly $30,000,000 in 1928. In 
1927, these two items totaled only $10,000,000, which is more 
nearly normal. In the long run, the effect of higher duties will 
be not so much to increase beef production as to cause the sub- 
stitution of pork and dairy and poultry products for it. Some 
of this effect will be felt very soon. Exports of beef from the 
United States take the form of preserved meat. Higher tariffs 
on feeder cattle benefit the range cattlemen at the expense of the 
Corn Belt feeders; but higher duties on beef will compensate the 
Corn Belt for its losses on this score whenever fresh beef is 
imported in appreciable quantity. 

In a large part of the United States, the factors determining 
the price of cattle and of beef and veal are so local that it is not 
reasonable to assume that the tariff is fully effective, but it seems 
probable that the duty on fresh beef and veal of 3 cents a pound 
and on live cattle of 1.5 cents per pound are largely effective on 
at least two-thirds of the meat produced and consumed in the 
United States. If so, this represents an addition to the income 
of the cattlemen of well on toward $175,000,000, and an addi- 
tion to the expenses of beef and veal consumers of perhaps a 
third more than this sum. Higher duties would double this 
amount in some years, but might largely dispense with it in 
other years when an export surplus developed, so that the net 
effect is hard to forecast. When a product is so near to the 
exporting point as is beef in the United States, tariff duties are 
stronely conducive to instability of prices, and the higher the 
tariff the more the instability. The tariff goes on and off accord- 
ing to temporary conditions of competition in this and foreign. 
countries, 

Pork and Lard.—With exports of pork and pork products 
totaling over $120,000,000 a year, little importance can be 
attached to importations valued at $4,766,000 in 1927 and $1,766,- 
000 in 1928, of live hogs from Canada, mostly, and consisting 
largely of feeder pigs. Nevertheless, even these imports could 
be excluded if desired. The effect would be to increase slightly 
the gross incomes of the farmers who produce feeder pigs and 
decrease slightly the income of those who buy them, In general, 
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it would act as somewhat of a check upon the practice of produc- 
ing feeder pigs in one section and fattening them in another. 
Vegetable Oils—The total imports of vegetable oils and 
oil seeds, excluding flaxseed and linseed oil (considered earlier), 
coconut and copra, Chinese wood or nut oil, rape and sesame 
oil, poppy seed, and perilla and sesame seed, and eastor beans, 
because either non-competitive or produced in the Philippines, 
were valued at $41,000,000 in 1927 and $37,000,000 in 1928. 
This represents a great decline from the imports of the war 
period and just following, partly the result of a return to 
normal trade relations in Europe, and partly because of the 
duties imposed in the Act of 1922. Imports of peanut oil have 
declined from 154,000,000 pounds in 1919 to 5,000,000 pounds 
in 1928; of soybean oil, from 336,000,000 in 1918 to 15,000,000 
in 1928; and likewise with most of the minor vegetable oils. 
Their place has been filled by cottonseed oil, of which exports 
are greatly reduced, and by increased shipments of coconut oil 
and copra from the Philippines; and also by the use of more 
lard and other animal fats in butter and lard substitutes. Our 
cottonseed oil supply at present barely takes care of our own 
needs and those of Canada. The remaining imports of the 
foreign oils, excluding coconut oil, are mostly for special uses 
that require them or can stand the extra cost imposed by the 
tariff duties. Further duties would increase the use of coconut 
oil and animal fats and decrease the exports of cottonseed oil 
still further; and they might stimulate the growing of peanuts 
and soybeans for oil, although, as a matter of fact, the present 
duties have not had this effect. It is not probable that such 
higher duties would reduce imports more than $15,000,000 or 
$20,000,000 more. Too many of the remaining uses are special. 
Comparison of prices of cottonseed oil in this and foreign 
countries before and after the Tariff Act of 1922 went into 
effect indicates that the present duty on cottonseed oil has been 
effective to the extent of at least 0.5 cent and possibly 1 cent 
per pound. The duties on peanut oil and soybean oil have 
apparently been even more effective, in view of the fact that 
imports of them still continue. No doubt the imports of these 
vegetable oils have been of special types, and the prices of the 
ordinary kinds of oil produced in the United States have not 
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been affected by the full amount of the tariff. But an increase 
in price of only $10 a ton represents $70,000,000 when applied 
to the 7,000,000 tons of cottonseed, peanut, and soybean oil pro- 
duced in the United States. Further duties would not increase 
the effect of the tariff as long as we continue to export cotton- 
seed oil to Canada, which apparently will be for a long time. 
The present tariff is effective to its present extent largely be- 
cause former prices of vegetable oil in the United States and 
Canada reflected costs of transportation to Europe, whereas 
now they reflect transportation costs only to Canada. Further 
tariffs on the special types of imported vegetable oils named 
above will be passed on to the consumers, but will have little 
effect on the prices of our domestic oils. No doubt, the present 
vegetable-oil tariff schedule is adding as much as $150,000,000 
a year to the prices paid by consumers. 

Wheat.—Since 1924, when the tariff on wheat was jase 
to 42 cents per bushel, the imports of wheat have ranged from 
6,000,000 to 15,000,000 bushels per year, these imports consist- 
ing of spring wheat from Canada. But nearly all of these 
imports have been for milling in bond for export as flour. The 
amounts upon which duty has been paid for consumption in 
the United States have been very small—1,934,358 bushels in 
1925, and less than 200,000 bushels all other years since 1924. 
The duty collected on wheat in 1927 was only $8,946. In 1928, 
under the 30-cent tariff, 14,472,000 bushels paid duty, but this 
was a year of short harvests when the net exports of all wheat 
except durum from the Pacific ports was only 51,000,000 bushels. 
With a tariff as low as 30 cents, some wheat will be imported 
any year when the Canadian crop is large or relatively high 
in protein content and the reverse of these conditions maintains 
in the United States. With a 42-cent duty, only an oceasional 
carload will enter even under the above conditions, and this will 
be when the markets in the two countries get out of their 
usual relation to each other for a few days, as often happens. 

The year of short crop may not be far distant, however, 
when the wheat tariff may be more effective than any yet in 
preserving the home market for wheat. Subtract durum and 
Pacific-coast exports from the rest, and the net exports from 
the United States range as follows from 1922 to 1926, in mil- 
lions of bushels: 128, 51, 195, 30, 136. 


TARIFF REVISION | 211 


It is difficult to determine to what extent the existing duties 
on wheat are effective. Since the 1924 crop came on the market, 
there has been a period of only a year and a half when the 
price of No. 1 Northern Spring wheat in Minneapolis has been 
above the price of Northern Spring in Winnipeg. For the 
whole period, the prices of these two grades have averaged 
about the same in the two markets. In the period from 1913 
to 1917, when only a 10-cent duty was in force, the Minneapolis 
price for the same No. 1 grade averaged by years from 2 to 7 
cents higher than the same No. 1 Winnipeg grade. Undoubtedly 
the Winnipeg grade represents a higher quality of wheat. One 
can say with some assurance that the present tariff has had no 
more effect since 1924 on the price than the 10-cent tariff did 
in the 1913 to 1917 period, and the effect of the 10-cent tariff 
could not have been more than 10 cents and probably was no 
more than 5 cents. Production of spring wheat has ranged 
from 250,000,000 to around 300,000,000 bushels in recent years. 
An effective duty of 5 cents on this amount would equal 
$15,000,000 additional gross income to spring-wheat growers. 
The price of hard winter wheat may have been affected slightly 
in 1925, but certainly has not been affected the rest of the time. 
In the period from 1921 to 1924 the spring-wheat crops in the 
United States were short and the duty was effective for about 
20 cents per bushel. Any year in the future when these condi- 
tions are duplicated, the duty may be effective fully as much 
on spring wheat, and to some extent on hard winter wheat if 
the Kansas crop is short at the same time. The tariff duty 
has, no doubt, added more to the price of the high-protein wheat 
than to that of the ordinary grades. 

The duty is also a disturbing factor in the cash market. 
It has a way of going on and off at short intervals according 
to the immediate demands of the millers. 

Other Grains.—The possibilities with respect to expanding 
grain production generally by raising duties are very limited. 
If it were thought best to make the poultrymen and dairymen 
in the Atlantic and Pacific states pay the extra price resulting, 
the present imports of ordinarily less than a million bushels of 
corn could be stopped. This would add little if anything to 
the price of corn in the Corn Belt. Getting even 10,000,000 
bushels of corn disposed of in New England and California in 
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place of in Europe as corn, pork, and lard would affect Corn 
Belt corn prices very little. It must be remembered that the 
corn shut out of the United States competes with us in Europe, 
instead. The rye crop has been altogether on an export basis 
since the World War. The United States is upon a net export- 
ing basis for oats, but in certain years when the oat crop has 
been short in our eastern states, as in 1923 and 1924, as high 
as 4,000,000 and 3,000,000 bushels have paid the duty of 15 
cents a pound. In other years, the imports have rarely exceeded 
200,000 bushels. Further duties might check the imports of 
the short years, but would penalize eastern farmers severely. 
The price of oats in the principal oat-growing sections is little 
if any affected by this local importation. Our exports, aver- 
aging around 18,000,000 bushels per year, are about half in the 
form of oatmeal. We import about 30,000 bushels of barley a 
year and export about that many million bushels. Our imports 
of rice, mostly from Japan, valued at about $9,000,000 per year, 
are explained partly by differences in types of rice, but mostly 
by the fact that parts of the United States are a long way from 
the rice-growing sections. Counting shipments to Alaska and 
our other possessions, the United States is upon a net export 
basis by nearly 20,000,000 bushels per year. Further duties 
would check the present imports largely and perhaps give the 
California rice industry a chance to expand a little. Price effects 
would be entirely local. Buckwheat enters very little into the 
foreign trade of the United States, our imports being less than 
2 per cent of the domestic production, and our exports still 
less in most years. The duty of 10 cents per hundredweight 
mostly affects local movements between Canada and the United 
States in the East. Higher duties could check them altogether 
if it were deemed desirable. ‘ 

Hay.—The hay duty of $4 per ton since 1922 has undoubt- 
edly curtailed imports from Canada to our eastern deficit areas; 
but, in spite of the tariff, imports have averaged 150,000 tons 
a year since 1922. Raising the duty would check these imports 
almost altogether, but the bill would be paid mostly by dairy- 
men in deficit areas who are now becoming the largest users 
of commercial hay. 

Vegetables.—The present duty of $0.50 per bushel on pota- 
toes principally checks importations from Canada, especially. 
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in years of short crop in the United States. Imports have 
averaged a little over 3,000,000 bushels per year since 1922, and 
have ranged from less than 500,000 to over 6,000,000 bushels. 
Some of the imports are of early potatoes and seed potatoes. 
The duty is fully effective in eastern markets and to a lesser 
extent in markets in other producing centers in years of the 
short crop; and still higher duties could be applied if the only 
consideration was higher prices in such years to the producers. 
Potatoes have a very unstable price, because of a relatively 
inelastic demand. Short crops already sell at a price which 
nets the grower much more than a large crop, and further 
tariff duties would accentuate this difference. The present duty 
may add over $50,000,000 a year to the income of potato growers 
in short years. It adds an appreciable amount to the seed bills 
of the southern potato growers. 

The imports of onions from Spain and Egypt mostly, valued 
at around $2,000,000 for the last 2 years, are largely of differ- 
ent types from the domestic onions. That they are to a limited 
extent competitive is indicated by the fact that they come in in 
spite of a duty of 1 cent per pound. A higher duty would 
check these imports somewhat, by reducing consumption a little, 
by causing some substitutions of the milder of the domestic 
types, and also probably by stimulating efforts to grow the 
Spanish type of onions in the Southwest. 

The tomato tariff of 0.5 cent per pound affects imports from 
the west coast of Mexico at the very beginning of the season. 
A higher duty would stimulate greenhouse production in the 
United States and also production on our farthest Southwest. 
The imports for the past two years have been valued around 
$4,000,000. 

The other vegetables imported in appreciable quantity are 
beans and peas. Both are covered by sizable duties. The im- 
ports are mostly of different types than the domestic, and higher 
duties would have only minor effects on production. 

Fruits:x—The fruits whose production would be stimulated 
by higher duties within reason are lemons, grapefruit, cherries, 
and grapes, with imports in 1927 totaling something over 
$4,000,000. All are protected by liberal duties at present; 
higher duties would have some effect in a few cases. The duty 
on lemons is already seven-eighths of their import value. Addi- 
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tional duties on the more tropical fruits—figs, pineapples, olives 
—would stimulate some additional production; but the extra 
burden on consumers would probably be out of all proportion 
to the effect on production. 

Nuts.—Our imports in 1927 of competing types of nuts— 
almonds and English walnuts, pecans and peanuts—were valued 
at around $19,000,000, mostly walnuts and almonds. The nuts 
imported are largely of non-domestic types, but higher tariffs 
would check the imports considerably. The imports of peanuts, 
classified in this group in the trade statistics, valued at $2,000,000 
per year, compete only with a type produced in Virginia. 
Higher duties on these products would add principally to con- 
sumer’s costs. 

Summary.—It should be clear from the foregoing discussion 
that determining the exact effect of present and potential duties 
on any commodity is beyond the power of human intelligence. 
Protective duties have a way of developing unexpected results. 
Improvements in production may completely overturn predic- 
tions.. Nevertheless, we must arrive at judgments in such mat- 
ters. Every time a new tariff schedule is made, decisions of 
this kind have to be rendered. 


TasLe 31.—Estimates or EFrrect oF PRESENT AND PossIBLE FURTHER 
Duties oN AGRICULTURAL PRODUCTS 


(In Millions of Dollars) 


Present Additional 
agricultural agricultural 
duties duties within 
reason 
Additional production of protected com- 
MOGIbIOS:: ., .. a.6-stnedeas eh See pee eee ? 210 
Amount added to farm values of protected 
PROGUCtS”, vik. 5 ook ca) cee ee eee 560 275 
Amount added to retail values of protected 
products purchased by: 
RET TORS TRV cote, hous ote Re 260 160 
Gity families, O00. o cenit ee eee 540 400 
PDPotell Pe. Grccin aoe stocks see Re 800 560 
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Now comes the task of summarizing the foregoing discussion. 
This has been done by taking each of the commodities and set- 
ting down opposite it an estimate on each of the four points 
covered in Table 31 and then adding up the estimates. The. 
amounts set down have been determined with all the objectivity 
of which the author is capable and after taking into account 
whatever facts have been made available by the United States 
Department of Agriculture, United States Tariff Commission, 
and other agencies concerned. The totals have a smaller per- 
centage of error than the individual estimates, because those 
that are too high have probably been offset by others that are 
too low. Even at that, the totals may be as much as one-third 
too high or too low. They should not be quoted as exact figures. 
For example, the $210,000,000 for additional production of pro- 
tected commodities would be more properly stated as around 
$200,000,000, possibly as low as $150,000,000 or as high as 
$250,000,000. 

Higher duties on a commodity tend to have two sorts of 
effects, one to increase the volume of their production and the 
other to raise their prices. If one is not careful, the effects of 
these two may be estimated in such a way as to count some of 
them double. If the higher price is multiplied into the new 
volume of production, then the increase in production must be 
figured in terms of the old price. This is the procedure fol- 
lowed in the table. The other method might have been to figure 
the new production at the new price and apply the higher price 
only to the old production. 

The amount added to the production of the protected com- 
modities cannot be taken as an increase to that extent in total 
agricultural production, since a considerable amount of it will 
simply take the place of present exports. Thus, the duty on 
flaxseed will cause flaxseed to be grown in place of spring wheat 
for export, and the duty on beef will cause less pork and lard 
to be exported. A considerable part of it, however, possibly 
as much as one-half, will be additional product as a result of 
taking more land into crops and feeding more crops to _live- 
stock and cultivating crops more intensively. 

It should be made clear at this point, also, that whatever 
is added to the total volume of agricultural production will by 
no means be all profits. Not only will all of the usual expenses 
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of production have to come out of it, but probably relatively 
higher expenses of production. Whenever a higher price stimu- 
lates new production of a commodity, it is likely to induce this 
under conditions which would not have returned a profit before, 
and hence by no means all of the higher price is profits. 

Some of the additional production will be on new farms 
brought into existence on poorer land and will add nothing to 
the income of the existing farm families. This will be of value 
to a nation only to the extent that it is desirable to have more 
farm families. 

The duties assumed in making these estimates are those 
which will add most to the prices received by producers, except 
in the case of hides, wool, and sugar and a few other commodi- 
ties, for which rates this high would clearly be considered 
unreasonable. On many of the commodities, the rates which 
were assumed would be virtually prohibitive, but it was realized 
that a prohibitive rate on others would cause exportable sur- 
pluses and low prices some of the time. This analysis was made 
before the farm organizations presented their briefs to the Ways 
and Means Committee of the House, but the rates assumed are 
on about the same level, higher on wool and cotton, and a trifle 
lower on hides, pork, dairy products, and a few others. The 
additional rates that are included in the briefs of the farm 
organizations would not raise prices further except on one or 
two commodities. 

The list of commodities also fails to include jute, bananas, 
and a few others not produced in this country which the farm 
organizations included, on the assumption that if import of 
these could be stopped, more cotton, apples, oranges, and other 
domestic products would be consumed. Neither is any provision 
made for excluding imports from the Philippines, as the farm 
organizations have requested. Both of these proposals will be 
briefly mentioned later. 

If tariff duties were changed as above stated, our imports 
of competitive farm products, taking the imports of 1928 as a 
basis, would be reduced from $825,000,000 to $615,000,000, and 
would represent a little more than 4 per cent instead of 6 per 
cent of our domestic production of farm products. As our 
population grows and consumption increases, the domestic pro- 
duction of some of these would increase behind the tariff wall, 
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so that the $210,000,000 would grow; but the $615,000,000 
would grow as fast, or perhaps faster. For example, our im- 
ports of sugar have been increasing at the rate of about $7,000,- 
000 a year. The same increase will occur for many of the 
import types of hides, tobacco, fruits, and nuts. 

No estimate is given of the effect of the present duties on 
volume of agricultural production. It is impossible for anyone 
to say how much sugar or wool or beef or flaxseed we would 
now be producing if these commodities were not protected by 
duties. Much of the land now being used by whatever addi- 
tional production of these and other agricultural commodities 
is stimulated by the duties would be devoted to other agricul- 
tural uses instead, and we would be exporting more wheat, 
pork, cotton and other products. 

The estimate of $560,000,000 as to the amount added to 
farm values of protected products must be understood as fol- 
lows: Taking other things as they have been, if the present 
duties had not been imposed on these products, the prices of 
them, considered one at a time, would have been enough lower 
so that the farmers would have received this much less from 
their sales of them. As is apparent from the above discussion 
by individual commodities, the estimates were obtained by com- 
paring prices for comparable grades in this and in foreign 
countries before and after the duties were imposed. The gen- 
eral price level for farm products has changed while the duties 
have been imposed, and the estimates are all relative to the 
price level at the time. A similar interpretation must be given 
to the $275,000,000 estimated for the effect of the additional 
duties. 

The amount added to the retail values of protected products 
is larger than the amount added to farm receipts for two rea- 
sons. First, it applies to the product imported as well as to 
that produced at home. Second, allowance must be made for 
the multiplying of the duty in the hands of the various middle- 
men between the importer and wholesale receiver and the con- 
sumer. With some commodities, such as butter, the allowance 
made for this is very small, but in the case of clothing, it must 
be very large. The separation between farm and city consump- 
tion must necessarily be very rough. It is based on the best 
available data as to per-capita consumption in city and country 
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where these have been worked out separately. In the case of 
farm consumption, it includes the effect both on goods consumed 
by the family and on goods, such as hay, used in farm pro- 
duction. The duty on sugar undoubtedly adds more to the 
cost of living of all the farmers in the United States than it 
adds to the income of the sugar producers. The same would 
probably be true of the duty on hides and may be true of the 
duty on flaxseed. 

In estimating the effect of agricultural duties on net re- 
ceipts of agriculture, one must reckon not only on the $260,- 
000,000 and $160,000,000 given in the table, but on the higher 
costs of production resulting from the higher wages, rents, and 
certain other costs that tend to develop rather quickly in the 
areas where production is expanding. The higher land costs 
are, of course, realized as gains in rents and land values by 
the owners of the land, who are still the farmers themselves on 
a majority of farms. Before very long, also, the prices of some 
of the things that farmers buy from cities begin to reflect the 
higher costs of living and manufacturing and doing business in 
the city. Apparently, they would be felt most in the United 
States at present in higher middlemen’s margins, already uncon- 
scionably high principally because of the high levels of wages 
and rents. The net gain to agriculture from higher prices 
would, therefore, be less than the $275,000,000 not only by the 
$160,000,000 of higher costs of products of farm origin, but by 
an uncertain amount due to other causes. 

What is left would equal not over $15 per farm, which is 
nearer 1 than 2 per cent of the average net farm income prop- 
erly expressed. The effect of the existing agricultural duties 
analyzed in the same way would be not over $40 per farm. 

There can be little doubt that the imposition of the addi- 
tional duties necessary to cut out $210,000,000 of present im- 
ports of farm products would introduce a great deal of addi- 
tional instability. Prices of potatoes, beef, lemons, and several 
other products would rise to very high levels for short periods 
if tariff duties were made high enough to keep out all imports. 
Prices of others would be made unstable by further tariff duties 
because their volume is close to domestic consumption, so that 
we may have either an import or an export balance or the 
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threat of one occasionally. Such a description fits beef and 
veal, mutton, butter, eggs, oranges, and even flaxseed. 

There is, of course, another theory as to how a tariff wall 
may help to stabilize prices—namely, that it may enable the 
producers to organize some system of control of production 
behind it, and perhaps even exact a monopoly price. Probably, 
some of our domestic industries have at times and in a measure 
accomplished this. Possibly, a few of our agricultural producer 
groups might realize such a goal in time. But if it is to work 
in agriculture, some way must be found to control the weather 
or else to reduce the cost of carrying from one year to the next. 
In the meantime, the exchange of annual weather surpluses 
between countries is a useful aid to stabilization, if stabilization 
is desired. 

In conclusion, we may say that additional tariffs still within 
reason, although so high as to be almost completely prohibitive, 
might add 2 per cent to the farm values of the protected prod- 
ucts and 1 per cent to the average net farm incomes. But in 
so doing, they would make prices of these farm products more 
unstable than they are at present. 

The discussion of agricultural duties is not complete without 
mention of several other aspects of the problem. First is our 
relations with Canada. Imposing the duties above assumed 
would injure Canadian agriculture much more than it would 
help our agriculture, because Canadian farmers have fewer 
alternative farm products, because Canadian agriculture is so 
much smaller, and because the United States is the natural 
outlet for many Canadian farm products, as Central America 
is for many of ours. It is greatly to be doubted whether what 
our agriculture would gain from excluding Canadian farm prod- 
ucts almost entirely is worth the ill will that would be aroused 
by it. The Canadians have means at their disposal for reprisals 
that even the farmers of the United States will not like, to say 
nothing of the industrial and commercial Kast. 

Imposing a small duty on bananas is warranted as a means 
of raising revenue. The imports amounted to $35,591,000 in 
1928. Only a high duty would check domestic consumption 
greatly, because at double the present price they would still 
be a relatively cheap source of food values in fruit. If con- 
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sumption were checked, prices of domestic fruits would be 
raised very little in consequence; we would simply produce 
more of them at eventually the same price. This is because we 
have an abundance of land and capital seeking a chance to be 
so used. But we would have more land in fruit crops. Our 
national relations with the Central American states also have an 
important bearing on the problem. Finally, there is the whole 
question of the wisdom of extending the practice of protection 
to indirectly or remotely competitive products. Silk and rubber 
would be next in line for such treatment. 

The jute proposal is of the same nature. Imports of it 
were $90,067,308 in 1927. It is claimed that a duty of 3 cents 
a pound on raw jute, 10 cents a pound on burlap, and similar 
duties on other manufactured commodities of jute, would cause 
500,000 to 1,500,000 bales of cotton to be used instead. If this 
duty achieved this result, it would add from $8,000,000 to 
$12,000,000 to the cost of wrapping material and sacks in the 
United States, of which probably one-half would bear on agri- 
culture direct. The extra demand for cotton would be met in 
a year or two by larger production at practically the same 
price, so that the net effect would be principally 3,500,000 more 
acres of cotton and a $80,000,000 larger gross cotton income. 
The cotton growers would themselves be using more expensive 
wrapping for their cotton bales. Those who have argued for 
such a tariff have been thinking in terms of the disposal of a 
large crop already produced, not in terms of the effect on the 
situation in succeeding years. 

The situation does not seem to be such that we ean east off 
the Philippine Islands at this time; and, unless we wish to do 
so, we must expect to give them preferential trade relations. 
The same statement apples to Cuba and Porto Rico. This is 
our only important hold upon the peoples of these islands. 


THE EFFECTS OF DUTIES ON MANUFACTURED PRODUCTS 


Proponents of tariff revision as a means of aid to agricul- 
ture have argued in favor of revision of the manufactures 
schedule both upward and downward. Those who have urged 
revision upward believe that this will raise prices of farm prod- 
ucts by providing a stronger home demand for the raw materials 
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from agriculture usea in manufacturing and by providing a 
larger manufacturing population to consume the food and tex- 
tiles produced on farms. Those who have urged revision down- 
ward have believed that this would lower the prices which 
farmers pay for the commodities which they buy. 

Possibilities along either of these lines are somewhat re- 
stricted by circumstances with respect to our import-export bal- 
ance in manufactured products. Our imports in 1927 of manu- 
factured goods (not including semimanufactures and manufac- 
tured foodstuffs) were only $984,000,000 as contrasted with 
$1,637,000,000 in the same year for strictly farm products as 
given in Table 32. These imports are only 3 per cent of the value 


TaBLeE 32.—Domestic Propuction, Imports, EcutvaLent AD VALOREM 
Rate AND Exports OF SELECTED Groups oF COMMODITIES 


Lo Imports |Equivalent| Exports 

produetian| 4997 (lad valorem|, 1027, 
1925 “142 Sit 
Hi ; million rate, million 
ese? dollars per cent dollars 
dollars 

IMfanniaetures * Fe 2... eee a 32,551 984 21.2 1,535 
Agricultural products f......| 17,086 1,637 6.3 576 
Manufactured foodstuffs t...| 10,419 451 37.6 463 
Other raw materials §....... 666 £2 474 
Mimelasc edict cusnist-toure = ccc 8,585 435 15.3 2,173 


* Includes textiles, iron and steel, machinery and vehicles, manufactures of wood and 
paper. Tobacco, leather and furs and rubber, chemical and related products. 

+ Includes the following Department of Commerce classifications: animal and animal 
products less leather and fur manufactures; vegetable-food products and beverages, edible; 
and vegetable-food products, inedible, less rubber and manufactures. 

t Manufactured food products as classified by Department of Commerce. 

§ Includes wood and cork and rubber unmanufactured; and metals and manufactures, 
except machinery and vehicles. less iron and steel manufactures. Domestic production of 
these materials was not estimated. 
of manufactures in the United States in 1925, including what- 
ever double counting there may be. The comparable figure for 
agriculture is 11 per cent. The duties collected on manufac- 
tures were $209,000,000 as contrasted with $273,000,000 for the 
four agricultural groups of materials. The percentages which 


duties collected are of values of imports are around 40 per cent 


8 Table I in the Appendix presents these data in more detail. The 
elassification in this table differs somewhat from that in Table 32. 
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for both manufactures and agricultural products, if sugar, wool, 
and tobacco are included with agricultural products. If sugar, 
wool, and tobacco are excluded, the percentage is only 22.3 for 
the rest of the agricultural products. The degree of prohibitive- 
ness of the duties is more to be judged by the ratio of duties 
collected to all imports, both free and dutiable, which is 21.2 
for manufactures and only 13.1 for agricultural products. If 
wood manufactures (mostly paper pulp) are omitted from the 
manufactures group, the ratio is 35.5. This last comparison is 
the one which most nearly describes the situation. The manu- 
factures duties largely prevent imports; the agricultural duties 
only to a degree. The reason for this is that comparative 
advantage in manufacturing is largely a matter of labor supply 
and capital, which ean be offset by duties, whereas no duty 
wvithin reason will make it feasible to grow coffee and bananas 
in the United States. 

How completely exclusive the present manufacturing sched- 
ule is becomes even more evident when it is examined more 
closely. Exclude wood manufactures and fertilizers, and the 
free list includes only $95,000,000 of imports, in which farm 
machinery and harnesses, which only farmers buy, are impor- 
tant items. There certainly is not much room left in this list 
for extending protection to more manufactured articles without 
encroaching on the purchasing power of agriculture. It in- 
cludes boots and shoes, whose imports were $5,000,000 in 1927. 

If manufacturing production is to be inereased, it will there- 
fore have to come mostly by raising duties on present products. 
Let us turn to the imports of dutiable manufactured goods, 
amounting to $519,000,000. The 78 per cent duty on aluminum 
ware scems to be about all that the American aluminum monop- 
oly ought to be allowed to extort from the consumers. Most 
of the imports are of textiles, on which present duties averaged 
43.4 per cent of the dutiable imports in 1927. The range is 
from 13 per cent on cotton cloth to 73 per cent for cloth 
mittens and gloves. It is 72 per cent on woolen goods and 61 
per cent on clothing. The 72 per cent for woolen goods is in 
addition to the compensatory duty on the raw wool. The duties 
are nearly as high on many articles of hardware.* All these 


4See Table J in Appendix for data on a representative list of com- 
modities, a 
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could be increased, it is true. But what would agriculture gain 
from it? Suppose $200,000,000 was cut from our imports of 
textiles. The wage bill of the factories would be increased 
$55,000,000 and 55,000 more workers would be given employ- 
ment. They would spend about $28,000,000 on food and eloth- 
ing, of which around $10,000,000 would reach farms as payment 
for farm products. The mills would pay $55,000,000 for addi- 
tional cotton and wool used, of which $40,000,000 would reach 
farms somewhere, not all in the United States. Much of the 
same food and textiles is being produced and sold now, but for 
export to mills and textile workers abroad. How much more 
would our farmers get? and how much of it would be net gain? 
It would be safe to say that the extra cost of a single garment 
because of the higher duties might more than equal what would 
be added to the average annual net farm income. 

It is rather futile to discuss what farm people might gain 
from lower prices on aluminum ware, carpets, clothing, table- 
ware, hardware, machine tools, paints and varnishes, soap, wire, 
ete. It simply is not being done these days. Nevertheless, a 
considerable portion of our population—probably as much as 
three-eighths of it—is so old-fashioned as to be willing to see it 
tried. Not suddenly and drastically of course—but a little bit 
at a time, so as to give manufacturers time to adjust themselves 
to it. If it could be done in this way, there is little doubt in 
the minds of economists that the farm population would gain 
more from the lower prices of some of its purchases than it 
would lose from any effects on the home market. There would 
be no actual decline in the home market. There would simply 
be a slackening in the rate of its growth, which may seem 
objectionable from the standpoint of the manufacturers them- 
selves, but is all in the world that people can mean when they 
talk about checking the urbanization of the country and stimu- 
lating agriculture instead of manufacturing for a while. 

For the present, the best that the agricultural interests can 
expect is that the purchasing power of their incomes will not 
be decreased further by still higher duties on manufactured 
products, 
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A LUMBER TARIFF 


One group in the manufactures list is deserving of special 
discussion both in itself and because it illustrates the efforts 
constantly being made to impose duties on supplies used in 
agriculture. Eight years ago this effort was illustrated by the 
attempt to secure tariff protection on the infant potash-fertilizer 
industry that had sprung up during the World War. The 
American Farm Bureau Federation fought this proposal by 
showing how it would add only a few thousand dollars to the 
income of our potash producers and hundreds of thousands to 
the expenses of our farmers. L. J. Taber, Master of the Na- 
tional Grange, stated in the recent hearings on tariff rates that 
the farmers of the United States use annually about 15,000,- 
000,000 feet of lamber—45 per cent of the national consumption. 
The Commission of Agricultural Inquiry published a similar 
estimate. At $40 per thousand, this would make $600,000,000 
the annual lumber bill of the farmers of the United States. 
The proposed duty is 25 per cent ad valorem. 

To what extent such a duty would be effective is difficult 
to estimate. There is at present a duty of $1 per thousand 
board feet on logs of spruce, cedar, and Western hemlock, 10 
per cent ad valorem on cabinet woods, and 331/3 per cent ad 
valorem on furniture made of wood. The imports of lumber 
into the United States in 1927 were 1,637,785,000 feet, equal to 
5 per cent of our total production. Most of this came from 
Canada. The total duties collected on other than cabinet timber 
were only $234,674, and $134,217 of this was on logs of cedar, 
spruce, fir, and hemlock. Apparently, around 120,044,000 feet 
of other than cabinet timber entered the United States free of 
duty in 1927. Our exports are more than our imports, and 
our lumbermen are successfully meeting Canadian competition 
abroad. 

The effect of the proposed duty would be principally to 
shut out a large part of the Canadian imports and raise the 
prices of lumber in those consuming centers in the United States 
which are now nearer to Canadian sources of supply than to 
domestie sources of supply. It would penalize farmers and 
others living in sections now obtaining lumber from Canadian 
sources because these are nearer. It would have little or no 
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effect on the prices of lumber in other parts of the United 
States. Mills in other sections would find a slightly larger 
market in certain states near the Canadian border; but this 
would raise their prices very little. The malady of our lumber 
industry is overproduction. In spite of the prospect of a period 
when our virgin timber supply will be largely exhausted, most 
of the time more mills are operating and more lumber is being 
sawed than ean find a ready market. Enlarging the market 2 
or 3 per cent by shutting out most of the Canadian timber would 
mostly permit a slightly larger production at virtually the 
same prices, except in the sections now obtaining their timber 
from Canada. 

The pecuniary gain to the lumber industry would be slight 
indeed, and might well be offset by effects of another nature. 
Some of the lumbermen are favoring the proposed duty and 
some are opposing it. It would probably cost the lumber users 
of the United States $5,000,000 to $10,000,000 a year, of which 
the larger part would be received by the railway companies in 
longer freight hauls. From the standpoint of national policy, 
it would hasten somewhat the rate of exhaustion of our virgin 
timber, and make lumber appreciably dearer 50 years hence 
than if we continue to supplement our own supply with the 
Canadian. 

The effect on the Canadian lumber industry would be rather 
severe, since exports to the United States represent nearly half 
of the total production. This is just another example of how 
a large country can injure a small one at little or no advantage 
to itself. 


METHOD OF DETERMINING TARIFF RATES 


This is another subject upon which there is a great deal of 
confusion. Let us briefly consider two methods that could be 
followed : 

1. The Actual Method.—This consists of the holding of hear- 
ings before the Ways and Means and Finance Committees of 
Congress at which the producers of the various commodities ask 
for import duties at about double the rates which they expect 
to get so as to have something to trade with in their compromises 
with other interests. Following the hearings, negotiations are 
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carried on in private and in secret sessions of the two com- 
mittees, at which compromise rates are agrecd upon. In the 
public presentations before the Committees, figures are usually 
presented showing differences in the cost of production at home 
and abroad. This is because the producers must have something 
to present in the nature of an argument and supporting data, 
and also because Congress has set the style for it. Little if 
any attention is paid to these cost data in the actual negotia- 
tions of the rates. 

When Congress is not active on the subject, then the Tariff 
Commission and the President make the rates. The Tariff Com- 
mission has a limited budget and is able to make only part 
of the investigations which are requested following complaints 
of imports. When it does make an investigation, it undertakes 
to get a cost of production figure in the principal producing 
areas of the United States and of the foreign countries which 
are most nearly in competition with us in our markets. Some 
foreign countries will not let the representatives of the United 
States Tariff Commission conduct such studies within their 
boundaries. Those which do may send out warnings to their 
farmers as to how the data are to be used. If the Tariff Com- 
mission is unable to get foreign cost data, it uses invoice prices 
of imports and transportation costs instead. If it obtains cost 
figures, it assembles them in all possible ways, with rents or 
land charges included and without; with transportation costs 
included and without; with land charges on a ecash-rent basis, 
or as a percentage of the current sale value of the land; on 
the basis of 1 or 2 or 3 more years of crop yields, ete. The 
high-protectionist members of the Tariff Commission incline to 
the ways of figuring the costs which give the largest differences 
between countries. Moderate protectionists or low tariff mem- 
bers of the Commission incline to the methods which give the 
lowest differences in costs between countries. If the former 
group is in the majority, as at present, the recommendation 
which goes to the President is in terms of large differences in 
costs, and the other members of the Commission may make a 
minority report in terms of the low differences in cost. The 
President in a Republican administration is very likely to de- 
cide in favor of the methods of figuring which come nearest to 
justifying a 50 per cent increase in the duty, which is the 
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maximum which the law allows at one time. The difference in 
costs of production between countries is supposed to be only 
one of the factors which is to be taken into account, but, as a 
matter of fact, the other factors have been largely ignored, 
except in the case of sugar, where they were used to justify 
accepting the minority report favoring no reduction in the duty. 

2. A Proposed Method.—Have Congress decide the poliey 
of the country with respect to production and consumption of 
each product; for example, have Congress determine whether 
the United States is to produce all of its own flaxseed, with 
absolutely no importations, or instead only enough so as to 
keep safely this side of an export surplus so that the tariff 
will always be effective, or, instead, some fraction of the domes- 
tic consumption, such as 60, 70, 80 per cent, ete. Then delegate 
to the Tariff Commission the task of determining the import 
duty, using the best-known scientific methods which will attain 
the ends which Congress names. It will not be possible for 
the Tariff Commission to determine such rates with any cer- 
tainty that they will work exactly as intended. Fluctuations 
in the yield from year to year will affect the results. But pro- 
ceeding by the method of trial and error, the Commission should 
presently be able to determine upon a rate which has the de- 
sired results. Changing economic conditions and technical im- 
provements in production may make it necessary to change the 
rates occasionally. Accordingly, the Commission will need to 
be on the job all of the time. 

The author believes that this second method is the right one. 
It represents the division of duties between the legislative branch 
of the government and the exccutive which is now coming to 
be recognized in government. The task of railway rate making 
is now divided in this way between Congress and the Interstate 
Commerce Commission. Matters of national policy in produc- 
tion should not be determined by commissions. Difficult tasks 
involving scientific determination should not be expected of 
Congress, but referred to commissions with trained specialists 
on their staffs. The time is surely coming when this principle 
of separation between legislative and executive will be extended 
to tariff rate making. It is important for all concerned to 
appreciate this thoroughly, and drive consistently in that 
direction. 
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If this procedure were adopted, the debates in Congress and 
the hearings before the committees would be at once placed upon 
a much higher level. The wool problem would be discussed 
from the standpoint of the importance of sheep raising as a 
form of livestock production for conserving the soil resources; 
from the standpoint of its effect on future developments in 
agriculture in the semiarid regions, and the relation of this to 
a national land utilization policy; and from the standpoint of 
the importance of a supply of wool in case of war, as balanced 
against the effect of the duties on the cost of a family budget 
and on the revenues of the government. The decision would 
probably be in favor of production equal to a certain percentage 
of domestic consumption ; but it might be more specific in terms 
of production in certain areas. The decision with respect to 
sugar production would need to be on a somewhat similar basis. 
With respect to dairy products, the decision would indicate to 
what extent imports were to be excluded according to types of 
products and seasons of the year. With corn, it would relate 
to the question whether poultrymen and dairymen in the East 
and West should be compelled to buy their corn in our Corn 
Belt. The Tariff Commission would, of course, have for part 
of its work the supplying of Congress with the information 
needed to determine the best national policy with respect to 
each of the products. 

The scientific methodology which the Tariff Commission 
would employ in determining what rates would attain the desired 
ends would ¢onsist of an analysis of past production and con- 
sumption, import and exports, prices and import duties, and of 
the relation between these. It particularly would involve deter- 
mining the relation between prices and subsequent production 
as outlined in Chap. IV. ‘ 

If we continue to make tariffs according to present methods, 
it is important that some changes be made in the part of the 
act which relates to the flexible provisions. Most of all, the 
Commission should be given more latitude as to the methods 
to be employed and the bases which determine the proper duties. 
Congress should never tie the hands of a commission of experts 
which it employs by prescribing the scientific methods which it 
shall follow. Even under present statutes, the Tariff Commis- 
sion could make much more use of price analysis as a basis of 
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tariff rate making than it does. It has been tending in that 
direction recently, partly as a result of the hostile attitude of 
foreign governments toward cost studies. The Tariff Act should 
be amended so as not to make cost of production studies seem 
mandatory upon the Tariff Commission. In the first place, such 
studies are not necessary as a basis for determining rates upon 
a majority of products. Information of the sort presented in 
the early part of this chapter, but worked out in much more 
detail, is commonly all that is needed. In fact, as is made clear 
above, it is all that is really used in most cases. When the 
cost data are gotten up in such a way as to permit the President 
to choose the kind of a tariff rate from them that seems most 
politic at the time, one can hardly say that cost data are really 
being used as a basis for the rates. If the cost studies as 
made do not furnish a basis for making the changes which 
seem politic, they are likely to be in effect discarded or laid 
on the shelf until more satisfactory data can be found. 

It should also be clear to the general public by this time 
that the data as to difference in costs of production between 
countries have very little scientific value. It is foolish to talk 
about them as furnishing a scientific basis for tariff rate making. 
If there are several ways of assembling the data, as above indi- 
eated, no one of which all economists would agree is right, then 
certainly no scientific answer can be given as to difference in 
costs. Even if all economists could agree as to which costs 
should be included and on what basis, there would still remain 
insolvable questions as to adjusting land charges between dif- 
ferent grades and classes of land in the farm and between the 
different crops grown in rotation system; as to differentiating 
labor rates between proprietor, family, and hired labor, and 
between labor used on different crops at different seasons of 
the year, and between field labor and chore labor. The methods 
in actual use are largely arbitrary and the results are equally 
arbitrary. 

If costs of production in competing countries could really 
be determined accurately, and land charges and transportation 
eosts were included, the differences in costs would largely dis- 
appear between most countries, except as tariff duties are in 
force and effective and are supporting production on a higher 
cost basis in one of the countries. The producers which were 
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nearest to market would be found to have higher land charges 
and lower transportation costs. Those operating on the poorer 
land would have land charges enough lower to offset the lower 
yields. In the countries where wages are higher, producers 
would be found using less of it and more machinery instead. 
There is in actual practice no such close adjustment between 
wages and rents and methods of production, quality of land, 
distance from market, as the foregoing statements would imply. 
There are always maladjustments in economic conditions, espe- 
cially as between conditions in different countries, but except 
in unusual circumstances, such as the disturbed state of price 
levels and foreign exchange following the World War, costs 
of production in different countries are never far out of line 
with each other, if rents and costs of transportation are included, 
and allowance is made for existing tariff duties in the importing 
countries. 

The reason that large differences in costs sometimes appear 
is mostly in the methods used. The wheat-cost study which the 
Tariff Commission made in the United States and Canada sey- 
eral years ago illustrates this very well. The various methods 
of working up the costs gave differences ranging up to 70 cents 
a bushel. The President accepted the method which gave a 
difference of 42 cents, since 45 cents was the highest figures to 
which the tariff could be raised at the time. If the cost analysis 
had been made on a basis which most economists would be 
likely to accept as soundest, the difference in costs would have 
been somewhere between 10 and 15 cents a bushel. The most 
important factor in the problem was differences in yields in 
the two countries. The United States had recently passed 
through a period when either drought or black-stem rust had 
made yields very low. Crops had been much better in Canada 
during this period. If these abnormal circumstances were prop- 
erly recognized, most of the difference in cost between the two 
countries would have disappeared. Another factor was land 
charges. The United States had just passed through a land 
boom and land values were declining from their high levels of 
1919 and 1920. Western Canada had had its land boom several 
years earlier and land values were about at the bottom. Land 
values in the United States have since declined and yields have 


5 See chart for wheat yields in Chap. IV. 
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been much more nearly like those in Canada. If this new situa- 
tion were inducted into the analysis, the results would be much 
different from those obtained in 1924. That this conclusion is 
sound is suggested by the record of imports of wheat from 
Canada since 1924. The tariff has been effective only 1 year. 

The foregoing should not be taken as an argument for re- 
moving the duty on wheat. The supply of hard spring wheat 
in the United States is so short that in any year when weather 
is unfavorable, the tariff duty may make wheat prices higher in 
the United States than in Canada. 

Summary.—Tariff duties on farm products in the United 
‘States can be raised somewhat further. By so doing, the gross 
ineome of the farmers of the United States may be increased as 
much as $30 per farm and the net income by as much as $15 
per farm. If the duties are made too high, they will make 
prices of farm products erratic and may even reduce net in- 
comes, as well as have some other undesirable effects. It would 
be desirable if our method of making tariff rate could be revised 
so that Congress would determine the national policy for each 
product and the Tarif? Commission was given power to deter- 
mine the rates that would make this policy effective. If this 
cannot be done, the Tariff Commission should be given more 
latitude in its methods under the flexible provisions. Agricul- 
ture has nothing to gain and something to lose from higher 
duties on manufactured products. 


CHAPTER VIII 
THE EQUALIZATION-FEE PLAN? 


The plan for raising the prices of farm products by goy- 
ernment action which Congress has favored for the past 2 years 
is commonly known as the MeNary-Haugen or equalization-fee 
plan. This plan first appeared in print without the author’s 
name, early in 1922, in a pamphlet called ‘‘Equality for Agri- 
culture.’’ Three thousand copies of this pamphlet were dis- 
tributed. A second edition appeared in October in the same 
year, addressed to President Howard of the American Farm 
Bureau Federation. This edition bears the names of George 
N. Peek and Hugh 8S. Johnson as authors. Peek had not long 
before been put in charge of the fortunes of the sorely distressed 
Moline Plow Company of Moline, Illinois. Johnson was an 
attorney for the same company. 

The essential idea of the plan as presented in these first 
pamphlets was exactly as it is now. The surplus above domestic 
consumption was to be sold in the export market at world 
prices, and the losses recouped by ‘‘a differential loan assess- 
ment on each pound or bushel when and as sold by the farmer.’’ 
This was to be a way of ‘‘securing equality for agriculture in 
the benefits of the protective tariff.’’ Peek had the idea that 
‘‘the fair exchange value of the crop is reduced in exact pro- 
portion with the protection afforded industry. . . .”’’ ‘‘ Hither 
agriculture must die, or a way must be found so to revise pro- 
tection as to insure agriculture a fair exchange value for its 
crops. . . . Free trade is unthinkable.’’ The other conspicuous 
feature of the plan then presented was the definition of ‘‘fair 
exchange value’’ of any crop as ‘‘one which bears the same 
ratio to the current general price index as a 10-year, prewar 
average crop price bears to the average general price index, 


1 Acknowledgment is hereby given to the American Economic Review for 
permission to republish much of this chapter, 
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for the same period.’’ This was supposed to give a price for 
the crop equal to ‘‘cost of production plus a profit.’’? That the 
amount of the import duty upon the crop was what would 
determine domestic prices under this scheme, was not fully ap- 
preciated at this time. The assessment on the producers was 
to be made by paying them part of the price for their grain 
in the form of ‘‘serip,’’ the redeemable value of which would 
be announced later when operating costs and losses had been 
determined. 

Peek presented his plan to Secretary Wallace’s National 
Agricultural Conference in January of 1922, and probably had 
a hand in its strong recommendations relative to receiving a 
“‘fair exchange value’’ for farm products. But he was not 
satisfied with this general statement. He remained behind and 
urged his plan upon Secretary Wallace and even upon President 
Harding. Secretary Wallace was sufficiently impressed to eall 
together a group of representative men to consider it. In that 
group of fourteen men were Julius Barnes, Otto Kahn, Rufus 
Dawes, Thomas Wilson (Wilson & Company, Chicago), Fred 
Wells (Peavy Grain Company, Minneapolis), and J. R. Howard 
and Gray Silver of the American Farm Bureau Federation, 
besides Peek, Johnson, Secretary Wallace and Dr. H. C. Taylor, 
Chief of the Bureau of Agricultural Economies. Barnes was 
greatly annoyed with Secretary Wallace for calling the confer- 
ence. Kahn was more kindly disposed, but urged waiting 6 — 
months to see if price relations did not improve. 

No further action was taken with respect to the proposal, 
but Secretary Wallace kept thinking more and more kindly of 
it. His report to the President on ‘‘The Wheat Situation,’’ in 
November, 1923, contains a virtual endorsement of the plan (p. 
24). In October, 1923, he sent Dr. Taylor out through the 
Northwest to study the situation at first hand. Shortly before, 
the state convention of the North Dakota bankers had endorsed 
the Peek plan and sent a delegation to Washington to present 
it. Secretary Wallace had tentatively approved it; Eugene 
Meyer had opposed it. Dr. Taylor found it the subject of dis- 
cussion in every group of farmers with whom he met. So did 
Eugene Meyer and Frank Mondell, whom President Coolidge 
shortly sent out through the same territory on a similar errand. 
On Nov. 12, Secretary Wallace gave out an interview to the 
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‘Associated Press in Chicago in which he publicly endorsed the 
plan. In the meantime, he had put Charles J. Brand, consult- 
ing specialist on his staff and formerly Chief of the Bureau 
of Markets, at the task of drafting a bill embodying the Peek 
plan. Brand went out to Illinois to obtain Peek’s help with it. 
What Brand prepared was whipped into final shape in the 
bill-drafting department of Congress, introduced on Jan. 16, 
1924, as the first McNary-Haugen bill, and rejected the fol- 
lowing June. This bill contained all the features of the original 
Peek plan, the price-ratio provision for determining fair prices, 
the provision for selling the surplus abroad at a loss, the equali- 
zation fee, and even the serip device for collecting the fee. The 
provisions were to apply to eight ‘‘basie agricultural commodi- 
ties.’’? The vote followed geographic rather than party lines, 
the West and Corn Belt favoring it, and the East and South 
opposing it. 

The McNary-Haugen bill of 1925 was reported favorably by 
both committees, but did not escape from the legislative jam at 
the close of the Sixty-eighth Congress. In form, it was some- 
what simplified from the original. It dropped the so-called ‘‘ratio- 
price’’ feature of the original bill, adopting instead the frank 
policy of making existing tariff duties effective in domestic prices. 
The provision for the use of scrip as the means of collecting 
the equalization fee also was dropped. The important changes 
came with the 1926 bill. The agitation for a cooperative-market- 
ing plan was having its effect. Congressman Dickinson intro- 
duced a bill similar to the others, but providing for the actual 
handling of the surplus by cooperatives whenever possible. The 
large cotton crop of 1926 aroused the cotton cooperatives to an 
interest in this feature of the plan. Handling only about 10 
per cent of the crop, they knew that any holding which they 
might do would benefit non-members more than themselves and 
might easily wreck their organizations. Some system in which 
all the cotton growers must participate in the holding and share 
the gains and losses had come to have a strong appeal to them. 
At the conference at Memphis in March, 1926, the two groups 
joined forces and arranged to meet later in Washington for the 
purpose of drafting a bill after the Dickinson model. Before the 
bill was reported out of the House Committee on Agriculture 


2 Wheat, corn, cotton, wool, cattle, sheep, swine, and rice.. 
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many important compromises were forced by congressmen who 
were uncertain as to how the equalization fee would be received 
at home. As the House Committee reported the bill, the equali- 
zation fee was not to apply to corn or cotton until 3 years after 
passage of the act, and not then unless authorized by Congress. 
The House vote on this bill was 167 to 212. This bill applied to 
cotton, wheat, corn, cattle and swine. It received only 16 more 
Southern votes than the first bill, and lost about an equal num- 
ber in the East North Central and the Pacific sections. The Sen- 
ate vote on June 24 showed even less Southern support. 

In interpreting this 1926 vote, one must realize that there 
had been a national election in which the administration forces 
had won an overwhelming victory. Equaling the 1924 vote was 
therefore a single achievement. 

The new bill presented in 1927 differed from the preceding 
principally in providing for an equalization fee for cotton at 
once, which was, however, to be used in accumulating funds with 
which to finance the holding of large crops of cotton; in omitting 
cattle from the list of commodities and adding tobacco and rice; 
in making the operation of the plan dependent upon a vote in 
favor of it by representatives of one-half of the product; by pro- 
viding for an advisory commodity council for each of the commod- 
ities; and by providing for loans to cooperatives for purchase 
and construction of storage facilities. The provision making the 
operation of the plan dependent upon a vote by representatives 
of half of the product was one of the compromises forced into 
the bill against the wishes of its farm-organization backers, who 
felt that this referendum was too cumbersome for easy adminis- 
tration. This amendment was adopted upon the insistence of 
Senator Simmons of North Carolina. About 40 of the House 
votes gained were in the South, and 10 were in the Corn Belt and 
the Pacific coast. Virtually all of the eight new votes in the 
Senate were from the South. The House accepted the Senate bill 
without a single amendment, although some were sorely needed. 

The veto message of February, 1927, was a congeries of adverse 
opinions and objections from several different sources thrown 
together without definite sequence and with much repetition of 
points. The proponents of the plan met it in two ways: by pre- 
paring a careful analysis of it, and by meeting as many of its 
objections as possible, without sacrificing the essential equaliza- 
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tion-fee principle, in their revised version of the bill. The 1928 
bill was a better document from legislative and administrative 
standpoints than its predecessor. The searching criticism of the 
veto message strengthened it. 

The outstanding feature of the 1928 congressional action 
was the increase in the number not voting, 8 senators and 66 
representatives swinging into this column. As a result of this, 
mostly, the negative vote in the Senate fell from 39 to 23. 
There was an actual gain of 6 yeas in the Senate. In the House, 
the negative vote fell from 178 to 121, and the affirmative vote 
only from 214 to 204. The new affirmative votes in the Senate 
came mostly from New York, Ohio, Michigan, Wisconsin, and 
the East South Central states. In the House, the large decreases 
in the negative votes were in New York, Illinois, Michigan, 
Arkansas, and Texas. The South Atlantic states in both House 
and Senate swung a little more toward the bill. 

The vote in the Senate, on May 25, on overriding the veto was 
50 to 31, which means that only 3 yeas were changed to nays; 
but 8 of those not voting before now turned in nays. Had a vote 
been taken in the House, there would, no doubt, have been a 
similar shifting from the not voting to the nays column. 


Is THE PLAN PRICE FIXING? 


The outstanding issue between Congress and the executive 
branch of the government was whether or not the MecNary- 
Haugen plan is price fixing. The procedure contemplated by 
the proponents of the measure, so far as wheat and other tariff- 
protected products are concerned, was to have the ‘‘Federal 
Farm Marketing Board’’ make contracts with exporters, proces- 
sors, and middlemen to go out into the domestic market and buy 
at whatever price happened to prevail, and then sell in the for- 
eign market at whatever price prevailed there, the board agreeing 
in such contracts to recoup them for the difference in price and 
pay the handling costs. It was intended that the board would 
contract for enough sales abroad to raise the domestic level by 
the amount of the tariff duty plus other costs of importation. 
Under such a procedure, the amount of the tariff duty would 
determine the amount of the increase in price. The MeNary- 
Haugen bill could have been more specific than it was on this 
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point ; but not without playing up the tariff more than the Demo- 
erats in Congress would have liked. The veto messages avoided 
the subject of the tariff in this connection as if it were a secret 
rite, and with even better reasons. But the vagueness of the 
bill on this point gave the authors of the veto messages a chance 
to outline a plan of operation of their own—namely, have the 
board specify in its contracts the prices at which the commodities 
would be bought and sold. Note the following from the last 
message : 


The board would be compelled to arrive in some way at the pre- 
mium on the domestic price which would be demanded from the con- 
sumer, and this figure would have to be fixed in the contracts which 
it would make with the millers, packers, canners, spinners, and other 
processors. Such prices and other terms fixed in the contracts would 
be used by the board to caleulate the losses upon which it will base the 
size of the equalization fee. This procedure is the very essence of 
price fixing no matter how cumbersome and crudely camouflaged it 
may be. 


Indeed, such a procedure would be price fixing; but it is 
not what the proponents of the measure had in mind. Nothing 
in the bill justifies the oft-repeated statement in both messages 
that the bill grants unlimited power to the board to fix prices ‘‘at 
will.’?* The maximum price under the equalization fee arrange- 
ment is fixed by the import duty set by Congress, and by the 
President under the flexible tariff, except as it may also vary 
with the amount of the equalization fee, which is determined by 
the size of the crop. The equalization plan is price fixing in 
exactly the same way that the tariff is price fixing. 

As Sir Josiah Stamp expressed it, ‘‘The scheme is not a price- 
fixing one, for it merely creates an addition to a moving world 
price.’’ It may be argued that whether prices are fixed abso- 


3 Note the following: ‘‘. . . This act does by its terms, as it appears 
to me, and as claimed by its sponsors, commit to them absolute power to 
control, regulate, raise, and lower at will at all times, so long as they deem 
it advisable, the price which producers may obtain for their products, and 
all the people must pay or go without.’? (Attorney-General, Second Mes- 
sage.) ‘‘The present measure... carries no limitation as to the extent 
of pure inflation which it can undertake.’’ (President’s part of Second 
Message. ) 
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lutely or relative to a moving price is inconsequential—it is still 
price fixing ; but if so, then import duties are price fixing. 


OPERATION OF THE PLAN 


The 1927 bill prescribed the equalization fee method only for 
commodities like wheat, rice, and tobacco, of which we have an 
exportable surplus, but not too large a one. For the others, it 
provided three alternative plans: (1) for cotton, to which the 
fee could not possibly be applied because no import duty existed, 
the method of financing the storage of the surplus of a large 
crop out of a fee, also called ‘‘an equalization fee,’’ collected in 
the same manner as the equalization fee for wheat and rice; (2) 
for corn and swine, a method somewhere between that for cotton 
and for wheat, designed to stabilize production and smooth out 
the fluctuations of the corn-and-hog cycle, but raise prices very 
little, the import duties on these products being low; (3) on all 
other commodities, loans to cooperatives for storage, and appli- 
eation of the first method upon subsequent approval by Congress. 
The 1928 bill clarified the foregoing by stating that loans might 
be made to cooperatives for the purpose of assisting them: 


. in controlling any domestic regional or national, seasonal or 
year’s total surplus of any agricultural commodity in excess of the 
requirements for orderly marketing or in excess of the domestie require- 
ments of that commodity. 


The 1928 bill thus clearly had in mind three types of sur- 
pluses; the temporary ones mostly due to favorable weather con- 
ditions, the season surpluses, and the generally prevailing export- 
able surpluses of certain crops. It provides for overplanting sur- 
pluses to only a limited extent. 

In this chapter, we are interested only in the equalization fee 
aspects of the MeNary-Haugen measure. Those features of it 
relating to weather and season surpluses, and the insurance pro- 
vision, will be discussed in Part ITI. 

The operation of the plan can best be explained in terms of 
specific commodities. Let us take wheat, cotton, and pork prod- 
ucts as examples—wheat first. The factors which need to be 
taken into account are the following: 

a, Production Now,—The crops for 1925, 1926, and 1927 
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were 676,000,000, 832,000,000 and 872,000,000 bushels, respec- 
tively. 

b. Exports Now.—These were 108,000,000, 219,000,000, and 
207,000,000 bushels, respectively, for the same 3 years, flour 
exports being included in terms of their wheat equivalent. 

c. Imports Now.—The imports of wheat not in bond and 
not covered by drawback were 1,934,000, 49,000 and 117,000 
bushels, respectively, for the same 3 years. 

d. The Amount Used for Seed, Feed, and Similar Uses.— 
(The usual assumption has been that no equalization fee would 
be collected on such wheat.) This amount would vary somewhat 
from year to year, but no very useful data are available on this 
subject. Apparently, from 80,000,000 to 90,000,000 bushels are 
used for seed each year, and from 25,000,000 to 100,000,000 
bushels for feed, the amount varying with the price. Perhaps 
150,000,000 is a good average. 

e. Present Effect of Tariff Duty—tThis has been estimated 
in Chap. VII as 5 cents per bushel since 1924 on hard spring 
wheat. On prices of hard winter wheat, the tariff has had no 
effect since 1925. The maximum effect in any year was probably 
about 20 to 30 cents per bushel in 1925, and in 1927 it was 
apparently effective in raising the price of only high-protein 
wheat. Prices of high-protein spring wheat have probably been 
raised 5 cents more than those of ordinary spring wheat. Wheat 
prices in the United States will be raised above their usual rela- 
tion to the world level by the amount of the duty not now effect- 
ive, less the equalization fee. 

f. Effect of Plan on Imports.—With the equalization fee 
collected on imports as well as on domestic production as pro- 
vided in the last bill, imports would be increased very little. The 
wheat which comes in at present and pays the duty of 42 cents 
a bushel is very high in protein content, or is seed wheat, or is 
special in other ways, or is nearer to some buying point in the 
United States than to any in Canada. Under the last plan pro- 
posed, such wheat would pay the 42-cent duty plus the equaliza- 
tion fee, but the flour made from it would sell for a price higher 
than at present by the amount which the plan would raise domes- 
tie prices, and this would encourage them to import a little more 
wheat. Thus, if the plan raised domestic prices of wheat 25 cents 
a bushel, and the equalization fee paid on imports was only 19 
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cents, the miller interested in importing high-protein wheat 
would have a 10-cent smaller obstacle to overcome. Probably 
not more than a few million bushels would enter, on the average; 
but whatever did enter would have to be offset by additional 
exports. If the fee was not collected on imports, the importations 
would be considerably larger. 

g. Effect of Plan on Domestic Consumption.—Consumption 
of wheat and flour would decline a little with higher domestic 
prices, even though the demand for wheat is relatively inelastic. 
Dr. Mordecai Ezekiel has estimated the additional exports that 
would be caused by this at 7,000,000, 37,000,000 and 43,000,000 
bushels, respectively, for the years 1925, 1926, and 1927. This 
would make total exports of 109,000,000, 256,000,000 and 250,- 
000,000 bushels, respectively, not counting for additional 
imports.* 

h. Effect of Above Enlarged Exports on World Prices.— 
Dr. Ezekiel has estimated these effects at nothing, 2.0 cents, and 
2.4 cents for the same 3 years.* 

The equalization fee on hard spring wheat in the 3 years 
as estimated by the author on the basis of the above fig- 
ures, allowing 150,000,000 bushels for use of seed, feed, ete., 
would be 8.6, 15.8, and 14.6 cents, respectively.2. The general 
level of wheat prices prevailing in the United States in these 
years, assuming the perfect operation of the plan, would have 
been raised by the amount of the tariff duty, less the above 
amounts, less the declines in world prices above noted, less the 
effect of the tariff in these years, less the cost of administration 

4In his paper before the American Farm Economic Association, Decem- 
ber, 1928. His colleague L. H. Bean assisted with some of the analysis. 
There is grave danger in such analysis of overestimating the effect of 
prices on consumption of staple crops especially. People do decrease their 
consumption for a year or two if prices are high; but presently they get 
used to the new level of prices and consume about as much of staple human 
foods, especially of the cheaper of them, as before. The variations in 


consumption upon which such analyses are based are mostly of the year- 
to-year sort. 


5 Computed as follows: 
109,000,000 x $0.42 256,000,000 : 
50.0868 ee =$0.158 


526,000,000 682,000,000 
250,000,000 x $0.42 


722,000,000 Sr oss 
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of the plan. Assuming 5 cents as the average effect of the duty, 
and 1 cent per bushel as cost of administration, prices would have 
been raised 21.0 cents per bushel on the average, combining the 
three crops according to their importance. The net increases 
would have been 27.4, 18.2, and 19.0 cents, respectively, for the 
3 years.° The increases would have been less than these at points 
like Buffalo with excellent transportation from Canada; but 
more on all the types of wheat not now affected by the tariff. 
Hard winter wheat would have had its price raised about 24 
cents, on the average. 

Of course, such information as thé foregoing would not have 
been available for these crops in advance. The McNary-Haugen 
bill required the board to estimate the amount of the fee in 
advance, and take a chance on its working out somewhere nearly 
right. A surplus or deficit could be carried over and balanced 
out in the succeeding years. This should not have raised any 
serious difficulties. The buyers of wheat would know in advance 
of their buying the amount of the fee which they had to pay, and 
would deduct this from their bids on wheat. It is supposed that 
they would be willing to assume that the board was going to 
contract enough wheat for export to raise prices in the United 
States the full amount of the tariff duty less the equalization fee. 
They might not have been willing to assume all this the first year. 

If the higher prices were to expand wheat production, as is 
commonly affirmed, the effect on the size of the fee would be as 
indicated in the following, assuming no direct effect of tariff 
duties, as would likely be the case with crops of 800,000,000 
bushels and over: 


Assumed crop, Fee * Premium Decline in ae ante 
= ld pri 
bushels per bushel world price United States 
800,000,000 15.8 26.2 2.0 +24.2 
1,000,000,000 21.4 20.6 12.0 + 8.6 
1,200,000,000 25.7 16.3 24.0 — 7.7 


eee SU UNE UEEEEIEIENENE ENED NEES RRRERE EEE REE 


* Assuming 1 cent as cost of administration. 
6If the effect of the duty for each year separately is considered, the 
net increases would have been something like 8, 23 and 24 cents for the 


three years. 
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The declining premiums and net gains to growers would, 
in themselves, be a rather effective check on production. The 
erop probably would not be increased much beyond a billion 
bushels at the most. 

The cost of the plan to the consumer would be the full amount 
of the tariff duty—what the growers got plus the equalization 
fee less whatever effect the tariff duty now has. Feeders of 
wheat would pay the same premium, unless exempted, as will 
be explained later, in which case they would pay what the con- 
sumer does less the fee. 

The McNary-Haugen plan did not propose to use the plan 
of the ‘‘export dumping’’ with cotton. Nevertheless, it is in- 
structive to consider it. Let us assume a tariff duty of 5 cents 
per pound. There would be no effects of any present tariff duties 
to consider. Exports of cotton in the form of cotton goods must 


be included with exports of cotton manufactures, since the 
exporters of manufactured goods must be reimbursed the same 
as the exporters of raw cotton. 

Following are summarized the data on these points for the 
(calendar) years 1925, 1926, and 1927: 


1925 1926 1927 
Production, thousand pounds.......... 8,052,000 | 8,988,000 | 6,394,000 
Actual exports of cotton and cotton 

Goods; LHAOUsSAnG) POUNSs sae ane 5,230,000 | 5,555,000 | 5,842,000 
Decrease in domestic use of cotton goods, 

EHOUSAN OL DOUNCS eee Trea nee 338,000 440,000 297,000 
Exports under the plan, thousand pounds} 5,568,000 | 6,995,000 | 6,139,000 
Hgualization fee, cents. ).0..0.0..6 es: 3.46 3.34 4.80 
Decline in world price, cents........... 0.52 0.76 0.82 
Price increase remaining, cents......... +1.02 +0.90 — 0.62 


— 


Domestic consumption of cotton by mills in the United States 
would probably decrease 15 to 25 per cent of normal. Exports 
would be increased from 200,000,000 to 500,000,000 pounds, 
which would cause world prices to decline from 14 to 1 cent per 
pound. Cotton mills in England and other countries would 
receive their raw cotton of slightly lower prices than at present. 
Cotton mills in the United States would pay 3 to 4 cents more 
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than the European mills for their cotton. Duties on cotton manu- 
factures would need to be raised to prevent imports of cotton 
goods for domestic consumption. 

Assuming a cost of $500,000 for administering the plan, and 
no change in production, there would have been around $123,- 
000,000 left as additional income from the three cotton crops 
such as those in 1925 to 1927. 

But if domestic cotton production had expanded 10 per cent 
under the plan, the growers would have lost from $100,000,000 
to $200,000,000. The equalization fee would have ranged from 
3.34 cents per pound in 1926 to 4.82 cents in 1927, and the de- 
cline in world prices would have ranged from 0.52 cent per 
pound in 1925 to 0.82 cent per pound in 1927.7 The reduction 
in world prices is large because the United States furnishes so 
large a part of the supply of cotton. 

A duty of 10 cents instead of 5 cents a pound on cotton 
would have resulted in an average gain of around $114,000,000 
a year, assuming no expansion of production. 

These data make it clear why representatives of the cotton- 
srowing districts have not been interested in the plan for selling 
the export surplus as applied to cotton. There might be a slight 
gain with a small tariff duty if acreage did not expand; but 
cotton acreage is very responsive to higher prices. 

We may judge of the effect of applying the equalization-fee 
plan to lard by considering the following data: Commercial lard 
production averaged 1,504,375,000 pounds from 1925 to 1927. 
Exports averaged 708,819,000 pounds. The present tariff duty 
of 1 cent per pound is not effective. The equalization fee would 
have averaged 0.47 cent per pound, if collected on all of the com- 
mercial production, leaving a domestic premium of 0.53 cent 
per pound, assuming no decrease in domestic consumption, in- 
erease in exports, decline in world prices, or cost of adminis- 
tration. 

The increase in exports under this plan as computed by Dr. 
Mordecai Ezekiel § would have decreased world prices nearly the 

7 Mr. L. H. Bean of the Department of Agriculture, who has had access 
to more data and has made a fuller analysis of the problem than the 
author, estimates that world prices would have been reduced 1.3 cents in 
1925 and 3.0 cents in 1926 by the increased exports given in the table. 

8 A paper read before the American Farm Economic Association, Decem- 
ber, 1928. 
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amount of this premium. The net gains would have just about 
paid the cost of administration. Higher tariff duties and boun- 
ties would result in proportionally larger equalization fees and 
declines in world prices with resulting smaller chances of profit. 

For all hog products combined, Dr. Ezekiel has estimated that 
net gains of from $3,000,000 to $9,000,000 could have been made 
under this plan from 1921 to 1926 if the entire increase in value 
of the products was carried into prices of hogs. The price of 
hogs would have been increased from 3 to 9 cents per hundred 
pounds. 

The above estimates for individual commodities under this 
plan include all of the costs but not all of the gains to farmers. 
If the cost of wheat to consumers in the United States is in- 
ereased 42 cents per bushel, and consumption is reduced to 
43,000,000 bushels, the demand for other products would be 
increased by a corresponding amount. Potatoes and other vege- 
tables, as well as meat, would be substituted for wheat to a shght 
extent. The resulting increase in prices of these competing 
products would probably be too small to measure statistically. 
But even a very small increase in the price of such a large volume 
would add sizable amounts to the returns of farmers. Wheat 
would bear the full cost of the export bounties, but other prod- 
ucts would share in the gain in domestic prices. 

The gains of producers of beef cattle and sheep from an 
equalization fee applied to hog products might be considerable. 
While the net gains to hog producers after paying the equaliza- 
tion fee might be no more than the 3 to 9 cents per hundred 
pounds above estimated for 1921 to 1926, the increase in cost of 
hog products to consumers in the United States is estimated at 
17 to 29 cents per hundred pounds live weight. The reduction 
in consumption of lard, hams, shoulders, and bacon is estimated 
at from 35,000,000 to 98,000,000 pounds. Some other products 
would be substituted for this amount of hog products. Probably 
the demand for beef and mutton would be increased most, but 
the prices of other products would also feel the effect of this 
change in demand. If beef cattle and sheep prices increased 5 
cents per pound, the gain would be around $8,000,000. An equal- 
ization-fee plan applied to the export branches of our agriculture 
would, consequently, tend to raise the general level of agricul- 
tural prices in the United States. The costs would be borne by 
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producers of the export commodities, but the gains would be 
shared by practically all farmers in the United States. 

The issue as to whether or not the McNary-Haugen scheme 
will expand agricultural production was not satisfactorily dis- 
cussed in Congress, nor in the veto messages. The statement 
appears in the latter that ‘‘high prices in any given year mean 
greater acreage the next year.’’ That this is true only to a 
limited extent has been demonstrated in Chap. IV. The defend- 
ers of the measure could make a better case than they have 
against this narrow statement. But they have not proved that 
a price definitely recognized to have been put upon a higher level 
will not within 5 or 10 years result in an augmented volume of 
production. As pointed out above, the statistical studies that 
have included the cumulative effect of even 2 or 3 years of good 
prices, even though these were due merely to a succession of short 
crops, all show unmistakable evidence that acreage responds to 
price changes. The failure of acreage to contract in a period of 
depression does not prove in the least that it will not expand 
with higher prices. 

There is much point to the statement that a good part of the 
response observed when single crops are studied is the result of 
shifting from one crop to another. But there are two answers 
to this. One is that most areas in the United States produce only 
one important farm product for export. Much of the Corn Belt 
really has only one; likewise of the Cotton Belt. If the equaliza- 
tion fee really raised cotton or corn and hog prices appreciably, 
there would be a shift to these products without encroaching 
on the area for any other export product except wheat in some 
states. In Kansas, Nebraska, and Indiana, wheat and corn acre- 
age would divide the effect of the stimulus; in Oklahoma and 
Texas, wheat and cotton. Inthe spring-wheat region, the stimulus 
would be shared by wheat, flax, and rye. The other answer is 
that new land could easily come into crop use, and more product 
could be obtained from the same area. A reasonable judgment 
in this point is that more land would come into crops. Statistical 
studies have demonstrated a high degree of correlation between 
the prices of cotton and the amount of fertilizer used the follow- 
ing year. 

The MeNary-Haugenites have not at all times and places con- 
tended that their plan would not increase production. As al- 
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ready pointed out, some of them have hoped for agricultural ex- 
pansion, thinking it the nation’s due. But none of them wants 
the decline in prices that would accompany it. In the 1928 bill, 
there was the definite provision that the board might refuse to 
assist in the marketing of any product that contrary to advice 
of the board showed a ‘‘substantially greater than normal in- 
erease.”’ 

The veto message returns to the idea so much played upon 
by Secretary Jardine and President Coolidge in their various 
public pronouncements, that the ideal production program for 
American agriculture is one which is highly diversified. At 
times, this has been carried to the point of suggestion that we 
ought to cut out most of our exports and try to grow most of 
our own sugar, wool, and even rubber. The authoritative answer 
to this appears in the following quotation from the recent report 
of the deans and directors of all the agricultural colleges and 
experiment stations: 


Diversified farming has been offered as a sort of panacea for all 
agricultural ills. Diversity has been taken by many to mean a little of 
many crops and products and not much of any one. The trend in 
American agriculture is and should be towards a few well-chosen enter- 
prises on each farm. Specialization in the production of two or three 
well-adapted products rather than wide general diversification is the 
rule on many successful farms. The application of science and tech- 
nical skill to agricultural production favors specialization in a few 
rather than in many products. Increased use of machinery also favors 
specialization. Farmers cannot afford equipment for small areas of 
any one crop. To do the work by hand limits the amount that can be 
done and increases the cost. Farmers are therefore specializing in the 
few products for which their region is best adapted economically and 
naturally. Small areas and great diversity may be desirable in limited 
localities where production of home products are essential to a good 
food supply for the farm family, but commercial production demands 
specialization and concentration, 


One may, however, accept the judgment of the deans on this 
point and also accept the opinion of the veto message to the 
extent of admitting that the McNary-Haugen plan might result 
in a little too much stress on certain crops, the crops being con- 
spicuously those which make continual draughts upon the soil. 
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But the objection is equally valid against a tariff on wheat or 
flax. 

The 1927 veto message contained the specific charge that the 
plan would mean that ‘‘we shall send cheap cotton abroad and 
sell high cotton at home,’’ and thus put our cotton mills out of 
business. As long as there is no import duty on cotton, a great 
lowering of the price abroad would be impossible. The cotton 
growers who were backing the measure had no interest from the 
beginning in a plan for selling two-thirds of the cotton abroad 
at a lower price than at home. They felt that it would leave 
the growers little if any net increase in price after the equaliza- 
tion fee was collected or exports had increased, as they would if 
the domestic price was raised. If an import duty had been pro- 
vided for cotton, the measure would have lost most of its Demo- 
cratic support. 

The 1928 message states that it ‘‘would be conceivable that 
the foreign mills could obtain American cotton for prices sub- 
stantially less than those paid by domestic mills,’’, and then slips 
into the positive statement that foreign mills ‘‘would undoubt- 
edly capture our existing export markets’’ for cotton goods. But 
the bill clearly provided only for the more orderly marketing of 
cotton. Whatever price changes might result from this would 
affect foreign prices the same as domestic prices. The equaliza- 
tion fee on cotton would be recompensed out of a higher world 
level of prices, or a better domestic marketing system, or not at 
all. The only exception which must be made to this statement 
is that the board might have exported too large a quantity of 
cotton some years, making it necessary to ship some back, if the 
domestic mills were to supply the usual markets. In such a ease, 
the domestic price might temporarily have risen as much higher 
than the foreign as the cost of transportation of cotton, or prob- 
ably cotton goods, to the United States. The possibility of this 
is real enough to give a little point to the arguments advanced 
on the floor of Congress by representatives from the textile dis- 
tricts, and to the statements in the veto message. If a tariff 
duty were applied to cotton, a compensatory duty would surely 
be provided for cotton goods and the textile mills would be as 
well protected as before, except against competition with silk 
and rayon. 

For export commodities carrying an import duty, like wheat, 


248 AGRICULTURAL REFORM IN THE UNITED STATES 


the 1928 bill, following an attack on this point in the first veto 
message, provided that the equalization fee was to be collected 
on imported farm products and ‘‘any food product’’ derived 
therefrom. The would not really be necessary; but without it, 
as will be explained more fully in the next chapter, somewhat 
more Canadian wheat would come to adjacent mills in the United 
States; also more high-protein wheat would be imported. 

The strongest reason which the administration had for oppos- 
ing the bill was scarcely mentioned in the first veto message. 
It has probably been best expressed by Secretary Mellon in his 
official letter of June 25, 1926: 


Foreign consumers under the proposed plan will secure American 
commodities at prices below the American level. European labor could 
purchase American products at a lower price and could live more 
cheaply than American labor. Foreign industrial costs would be 
lowered and the foreign competitor assisted in underselling American 
products abroad and in our home market. 


In the 1928 message, this point was included in Number VI 
in the last of six ‘‘major weaknesses,’’ but in company with the 
charge taken over from the first message that our producers of 
dairy and certain other similar farm products would also be 
penalized. The McNary-Haugenites have not all talked alike on 
this point. An increasing number of them were found referring 
to the administration program as designed to expand industrial 
exports and contract agricultural exports. Their discussion was 
replete with attacks on the agricultural self-sufficiency program 
of the expiring administration. Witness the following from 
Bulletin 17 of the North Central States Conference: 


If the Hoover-Mellon policy of expanding industrial exports, no 
matter at what costs to other groups, means anything at all, it means 
the definite submergence of agriculture. These men and their policies 
say, in substance, that American farmers must provide the food and 
raw material for American industry and labor at prices no higher than 
foreign manufacturers and labor pay. Why? In order that American 
industry may export manufactured goods in competition with Europe. 


Other statements went farther and positively demanded that 
agriculture be allowed to expand in the export market along 
with industry. There can be no doubt that the plan would work 
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as Secretary Mellon suggests, but not to any great degree—prob- 
ably no more than is warranted if the nation really has an earnest 
desire to revive agriculture or check the urbanization movement. 
Granted that the McNary-Haugen plan would raise the price of 
wheat the full amount of the tariff duty, of how many other farm 
products is this true? The preceding chapter pointed out that 
tariff duties are already effective on sugar, wool, flax, lemons, 
raisins, and nuts. They are effective locally, or on certain grades, 
or part of the time, on wheat, corn, oats, rice, dairy products, 
eggs, tobacco, potatoes, and a considerable list of other products. 
If the McNary-Haugen plan could be applied to the second list, 
it would raise the price of most of them only when and where 
the tariff does not. Hence, if the bill had become an act, and if 
it had been put into operation fully at once, it would not have 
greatly raised domestic prices of farm products and of food and 
clothing. The statements in the veto message on this point, espe- 
cially the one referring to its allowing the board to ‘‘alter the 
cost of living at will,’’ are greatly exaggerated. But not so 
much exaggerated as those usually made by the sponsors of the 
bill. With the plan coming into operation gradually, a commod- 
ity or so at a time, as would surely be the case, its effect on the 
cost of living would not be noticed much. 

As to the case for agriculture, the first veto message specifie- 
ally charged the bill with intent to injure the dairy and feeding 
farmers by raising the price of mill feed and corn. The answer 
of the Committee of twenty-two was that the corn-import duty 
is low; and it might have added that it was already fully effective 
against much of the dairying in the East. As for mill feeds, 
there was no provision in the measure for exporting the surplus 
and making the tariff effective. Mill feeds vary in price closely 
with the price of corn and oats, and would continue to do so. 
A further answer might be that the tariff on dairy products has 
already been raised and this might make it more effective. 

The veto message spoke of the false national economy of pro- 
ducing a surplus and dumping it ‘‘at a loss on the foreign 
market.’’? The President’s last opening message to Congress had 
a remark in similar vein. This represents an unfair interpreta- 
tion of the phrase ‘‘at a loss’’ as used by the McNary-Haugenites. 
What they meant was, at a loss as compared with the new high 
domestic level established, not a loss as compared to prices 


250 AGRICULTURAL REFORM IN THE UNITED STATES 


received with no such plan operating. Nevertheless, if the plan 
did increase production and exports and thus lower export prices, 
then the selling prices abroad would be at a lower level and, 
hence, relatively at a loss. But no argument is needed among 
economists to prove that much of the production maintained by 
protective tariffs is likewise carried on at a national loss. 

Much argument has been wasted on the question whether or 
not the equalization fee would be a tax. The first veto message 
discussed it as a tax for the benefit of a few. The second veto 
message condemns it as a sales tax levied on the entire commun- 
ity for the benefit of the producers. Think of this as coming 
from the haunts of the protective system! The trend of the 
Attorney-general’s opinion, however, is that it is not a tax, and 
that it ‘‘cannot be sustained under the taxing power of the 
Constitution.”’ 

The most extravagant language of the veto message is that 
which relates to its administrative difficulties, and, no doubt, 
properly so. Taking it in its entirety, the program as outlined 
in the last two bills would put the board in a position to influ- 
ence the market continually by its decisions. There can be no 
question that the trade would be more uncertain than at present 
as to the future course of prices, because it would have the 
human conduct of the board to forecast as well as the weather 
and the behavior of the producers and consumers. Although the 
upper limit to which prices could be raised is fixed by the tariff, 
the board would not always be able to keep it exactly there. 
Such subtle influences as the threat of new contracts to exporters 
would operate to determine prices. Purchase for storage and 
insurance against price decline would be factors affecting prices; 
but how, and to what extent, nobody could foreeast with reason- 
able certainty. In time, of course, the conduct of the board 
would tend to become regularized, and the effeet of different 
courses of action better understood; but it would never cease to 
be a disturbing factor. The board might easily unstabilize prices 
more by its errors in judgment than stabilize them by holding 
seasonal or yearly surpluses in reserve. 

The later versions of the McNary-Haugen plan provided for 
collecting the fee from the processors and exporters and trans- 
portation agencies whenever possible. This would have reduced 
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greatly the number of agencies whose records would have needed 
to be supervised, but still would have left a rather difficult prob- 
lem of administration. It has generally been assumed that wheat 
sold by one farmer to another for seed or feed would be exempted 
from paying the fee. If so, it would exchange at the domestic 
prices prevailing under the plan. But if this were done, then 
dealers in such wheat would have to be granted the same privi- 
lege or their business would suffer—the farmers would take it 
into their own hands. If an effort were made to collect the fee 
on such wheat, much of it would escape, and transactions would 
tend to be arranged in which buyer and seller split the amount 
of the equalization fee. There might be some difficulties, also, 
with the small mills which buy this wheat direct from farmers. 
No doubt custom milling would be encouraged somewhat. Henry 
Wallace does not think the MeNary-Haugen plan any more dif- 
ficult to enforce than is the gasoline tax. The comparison is an 
excellent one; but the author inclines to the belief that the 
advantage would be somewhat in favor of the gasoline tax, espe- 
cially if the tax were to be collected in transactions in feed and 
seed wheat. If the McNary-Haugen plan were to be adopted, it 
would surely be wisest not to include such transactions. There 
would be difficulties in applying the equalization fee plan to pork. 
Only 80 per cent of the pork slaughtered in the United States 
in 1927 was in inspected plants. Besides, the vast amount of 
slaughtering by local meat markets, is the slaughtering done on 
farms for sale of fresh pork and various cured-pork products. 
All of this would be greatly stimulated, whether or not the fee 
was supposed to be collected on such slaughtering. So far as 
to the hogs that passed through the inspected packing plants, 
there would be no important difficulty of administration. Prob- 
ably exporters of corn would need to be recompensed for deficits 
from their operations, since the price of corn would tend to rise 
with the price of pork in the domestic market. Exporters of corn 
products would be in the same position. This might carry with 
it the need for collecting fees on corn sold to processors. 

The case made against the measure on the score of its stimu- 
lating hostile foreign legislation was an excellent one, but also 
has some precedents in the protective tariff system. More will 
be said on this subject in the chapter on Export Debentures. 
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Comparing the first and last versions of the McNary-Haugen 
bill brings out some significant trends that may point the way 
to future developments : 

1. The first bills were emergency measures; the recent ones 
attempted to put agriculture definitely and permanently on a 
higher plane than formerly. 

2. The later bills linked the scheme up with cooperative 
marketing. The general contention of the administration that 
the proper solution of the surplus problem is to let the coopera- 
tives handle them, the new bill met by providing $400,000,000 
that might be loaned to cooperatives to enable them to do this; 
and providing that equalization fees were to be used to finance 
the cooperatives in this task only as a second resort. This bill 
ean, therefore, be described as including the administration’s 
cooperative marketing plan, appearing first in the Capper- 
Haugen bill, in 1925, in more complete form later in the Fess- 
Tincher and Curtis-Crisp bills, but adding the equalization-fee 
device as a second resort. Needless to state, the proponents of 
the measure fully expected that resort to the equalization fee 
would prove to be necessary ; and hence the administration could 
with entire consistency reject the whole scheme. 

3. The cooperatives have joined the movement increasingly, 
and, hence, have come to accept more government aid and inter- 
vention as desirable than formerly. But it must be of the right 
sort. President Coolidge had been throwing back at them the 
arguments which they used for defeating the Capper-Haugen 
bill. Part of this difference, however, is explained by differ- 
ences between cooperative groups. The National Council of 
Cooperatives was wrecked over this issue. 

4. The equalization fee was broadened to provide funds for 
a wide group of purposes. In its later form, it was essentially 
a device by virtue of which the government exacted ratably from 
all producers the funds with which to support a program of 
orderly marketing in which the cooperatives were to play a major 
role. As thus framed, the measure virtually provided ecompul- 
sory pooling so far as certain of the marketing operations are 
concerned, 

5. All the agricultural commodities were finally brought 
under the purview of the plan. 

6. The later bills pushed the point of collecting the fee nearer 
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and nearer to the export market, partly to simplify the task of 
collecting, partly to remove it as far as possible from the farmer’s 
conscious experience. 

7. The later bills worked farther and farther away from 
the language and even suggestion of price fixing. 

8. The presentation of the plan more and more carefully 
avoided mentioning the tariff as a factor in its operation; and 
the debates on the subject included less about ‘‘making the tariff 
effective’? and more about orderly marketing. 


CHART 22.—HousE VoTE ON McNary-HAvGEN BILL, Frpruary, 1927 


HB Against 
WA Paired;not Voting 


9. The essential idea of exporting the surplus at less than the 
domestic price has been adhered to throughout, except that in 
the last bill it became on paper a device of second resort. 

10. More recognition was given in the later measures to the 
need of control of production. 

Most of the votes against the McNary-Haugen plan, like those 
for it, were motivated by sectional interests, not by well-consid- 
ered reasoning. The map of the 1927 House vote shows this very 
clearly. Outside of the industrial East, most of the remaining 
opposition was from congressional districts in cities. These do 
not bulk large on the map, but they did in the House. The map 
also makes clear that there are definite limits to the amount of 
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additional support which such a plan can expect to receive. New 
York, Pennsylvania, Virginia, and Louisiana were the principal 
remaining rural strongholds holding out against it. 

The equalization-fee principle is not dead. Its proponents 
will be heard from when new legislation is proposed. The forms 
which it may take may vary, but the essential principle will 
remain. It has been likened by some to the cheap-money fallacy 
of populism and free silver. This represents a complete failure 
to understand it. There is no fallacy about the equalization fee 
idea. The only questions are: Are its ends proper and worth 
while? Can it be made to work? How serious will be the attend- 
ant consequences? There is no doubt that if it could be made to 
work, it would attain its ends. The attendant consequence most 
to be feared would be expansion of production in the newly sub- 
sidized lines, followed by abandonment of the plan, leaving the 
growers in a worse plight than now. 


CHAPTER Ix 
EXPORT DEBENTURES 


The plan next most in favor with Congress for raising prices 
of farm products by ‘‘making the tariff effective’’ is known as 
the ‘‘export-debenture plan.’’? The essential principle of this 
plan is the paying of a bounty on exports of farm products in 
the form of negotiable instruments, called ‘‘debentures,’’ which 
can be used by importers in paying customs duties. The price 
of domestic farm products would be raised to the extent of the 
bounty ; likewise prices to consumers. The revenues of the gov- 
ernment would be reduced by the amount of the export deben- 
tures issued. Tariff duties must be at least as high as the export 
bounties, otherwise a return flow of the product would set in. 

This plan was first brought to the attention of Congress in 
the form of the McKinley-Adkins bill in January, 1926. Profes- 
sor Charles L. Stewart of the University of Illinois has been 
responsible for bringing it before the American public. He says 
that he derived it from the German Import Certificate system, 
which will be described later. The National Grange endorsed 
the plan at its next annual meeting and has vigorously supported 
it ever since. Hearings were held on it in the second session of 
the sixty-ninth Congress, but no vote was taken. In the seven- 
tieth Congress, the plan took form in the Jones-Ketcham bills. 
A motion to substitute the Ketcham bill for the equalization-fee 
plan was defeated in the House committee by a vote of 13 to 9. 
Congressman Ketcham presented a minority report favoring it 
to Congress, and 3 hours were given to discussion of it on the 
floor late in April. A vote to substitute it for the MecNary- 
Haugen bill on May 3 was lost by a vote of 185 to 146. Most 
of the votes for the debenture plan were cast by the opponents 
of all price-raising plans as a strategic maneuver. The National 
Grange reendorsed the plan at its last annual meeting in De- 
cember, 
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The import certificates used in Europe are closely related 
to the drawback system which prevails in the United States. 
In place of refunding the manufacturer, as in the United States, 
the duties, less 1 per cent, paid on the foreign raw material 
contained in the export goods, upon a sworn affidavit of the ex- 
porter as proof of such use, the manufacturer is allowed later 
to import duty free the same amount of the same commodity, 
or a corresponding quantity of the raw material used in the 
export product. This is arranged by issuing certificates when 
the goods are exported that can be used to pay the duties on 
imports later. These certificates are made negotiable and enter 
freely into speculative trade. 

Import certificates were introduced into France in 1820. At 
first, proof had to be furnished that the manufactured product 
exported contained the identical raw material upon which an 
import duty had been paid, and the import and export trans- 
actions had to take place with the same customs office. Both of 
these restrictions were abandoned in 1850, and the system was 
able to develop into its present form. The requirement of proof 
of identity was abandoned in Germany in 1894. 

In both of these countries, the object of the import-certificate 
system is to offset the disturbances of the internal price structure 
set up by a protective tariff system. This is well illustrated by 
the case of Germany. Under conditions of free trade, grain in 
eastern Germany was exported in considerable quantity directly 
through the Baltic ports. Western Germany was a deficit area, 
importing grain from the west. When tariff duties were imposed, 
prices in western Germany rose by the full amount of the duty, 
and the growers in eastera Germany found that their best out- 
let was in western Germany; but the prices which they received 
were less than those in western Germany by the amount of the 
transportation cost. 

The way in which the import-certificate system offsets the 
price inequalities produced by tariff duties ean be made clearer 
if we imagine three situations in Germany—the first with no 
import duties, the second with import duties, and the third with 
import duties plus import certificates. In the first situation, 
prices in western Germany will be higher than in eastern Ger- 
many to the extent of the cost of transporting wheat into western 
Germany and transporting it out of eastern Germany. In the 
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second situation, prices in western Germany will be raised by 
exactly the amount of the tariff duty, whereas those in eastern 
Germany, where wheat production is on an export basis, will not 
be raised at all if exports continue. If the duty is high enough, 
however, it will pay them to ship their wheat to western Ger- 
many, in which ease the price will be that in western Germany 
less the cost of transportation from eastern Germany. In the 
third situation, when the import-certificate plan has been estab- 
- lished, prices in western Germany will be the same as without 
the import certificates, but those in eastern Germany will be 
raised by the amount of the tariff duty from what they were 
under free trade. Thus the price relationship between eastern 
and western Germany which existed under free trade will have 
been reestablished, but the prices in both areas will be higher 
than before by the amount of the tariff duty. It is proper to 
say that the import certificates will act as export bounties in 
eastern Germany and increase the amount of production for 
export. But, at the same time, the higher prices in western 
Germany ought to stimulate more domestie production and de- 
erease imports. With smaller imports, the demand for import 
certificates will be decreased and then prices will decline. Thus 
imports and exports act as a check on each other. 

Certain other features of the working of the import-certificate 
system in Germany should also be brought to our attention. In 
the old free-trade days, much Russian wheat had passed through 
Germany to the Baltic ports, being mixed with German wheat 
in passing in order to form the blends of wheat demanded by 
foreign mills. Setting up tariff barriers interfered with these 
mixing operations very seriously. The import-certificate plan 
restored the Russian wheat trade to its former basis. Also in 
the old free-trade days, millers in eastern Germany used consid- 
erable high-gluten wheat, which they imported. After the duties 
were levied, they had to obtain this in eastern Germany where 
most of the wheat is of the low-gluten type, or else pay the im- 
port duty. The import-certificate system enabled them to im- 
port it as before without paying the duty, and thus restored 
German trade to a rational basis so far as quality differences 
are concerned. 

Both of these features of the system have an important lesson 
for all of the price-raising plans involving the paying of an 
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export bounty. Let the export bounty be exactly equal to the 
tariff duty, as under the German certificate system, and exchange 
between countries will be on a free basis so far as location ad- 
vantages and quality differences are concerned. Prices within 
the country and without, except for location factors, will differ 
by exactly the amount of the duty. The American miller will 
be able to buy wheat for 42 cents extra in the United States, 
or at the same price by paying the 42-cent duty on Canadian 
wheat. He will buy where he can get the grade and quality 
which will serve his purposes best for the least money. There 
will be a differential between grades in the United States and in 
Canada, but it will reflect supply and demand conditions for this 
gerade in the two countries combined, not in each country sepa- 
rately, as is largely the case when there is a stiff tariff duty in 
one of the countries. Spreads between prices of high-gluten and 
low-gluten wheat in the United States will be narrowed when- 
ever the Canadian supply of high-gluten wheat is the larger. 
Similarly, with respect to location advantages, any milling point 
in the United States which found that the tariff duty plus freight 
to a Canadian producing area was less than the United States 
price, supposedly raised 42 cents by the export bounty plus 
freight to the nearest domestic producing area, would buy in 
Canada. Under the circumstances, some grain would be im- 
ported and prices would be increased less than the 42 cents in 
some of the producing areas in the United States. The equaliza- 
tion-fee plan provided for an export bounty equal to the tariff 
duty, and hence would have worked in this way, had not further 
provision been made in the last version of it for collecting the 
fee on imports the same as on domestic production. This would 
have left only the amount of the equalization-fee as the obstacle 
to such exchange, instead of the full tariff duty as at present. 

One must keep clearly in mind that under such a system the 
tariff duty still stands as an obstacle to general imports. The 
level of prices for the commodity in the protected country is 
raised above that in the exporting country by the full amount 
of the duty. But there will be inereased imports at certain 
points accessible to foreign supplies, and of certain types most 
available abroad. The exports will be increased by the amount 
of the increase in imports. 

When the import certificates were made exchangeable in Ger- 
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many in 1894, they were applied to exports of wheat, rye, barley, 
oats, legumes, rape, and rape seed. Any time within a period 
of 6 months they could be used as payment of import duties for 
the same quantity and the same species of grain as had been 
previously exported. After the expiration of 4 months and up 
to the end of the 10 months following the issuance of such import 
certificates, they could also be used to pay the duty on certain 
other goods specifically named, the most important of which were 
coffee and petroleum. This had the effect of making the grain 
flow almost exactly as before the tariff was imposed. The growers 
in eastern Germany exported their wheat and received import 
certificates equal to the amount of the duty. They sold these to 
millers in western Germany who used them to pay import duties 
on grain from farther west. The wheat prices were restored to 
the same territorial relationship that prevailed before tariff 
duties were imposed. The price of the import certificates re- 
flected the supply of them made available by exporters in eastern 
Germany and the demand for them by millers in western 
Germany. 

In 1906, Germany modified its provisions with respect to im- 
port certificates by permitting them to be used for other grain 
varieties than those exported, which had the effect of making 
them still more salable and of raising their value almost to par. 
It had one other effect which needs to be brought forcibly to our 
attention. With different tariff rates for the different grains, 
and the import certificates free to be used for any kind of grain, 
it proved to be good business to export oats, upon which the 
duty was 17 cents per bushel, and import feed barley, upon 
which the duty was only 5 cents per bushel. As a result, oats 
production increased so as to exceed domestic demands. The 
rates on wheat and rye were such as to develop an export sur- 
plus of rye. This points to the fact that the whole basis upon 
which a tariff schedule is set up must be changed when an 
import-certificate system is combined with it. 

Coffee and petroleum were dropped from the list in 1911. The 
outbreak of the World War caused the whole agricultural tariff 
system to be abandoned. When it was restored in 1925 the need 
of import certificates became at once apparent, and the system 
was restored on very nearly its prewar basis, the principal change 
being the inclusion of live hogs, dressed pork, and certain feed- 
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stuffs. The certificates are now valid for 9 months after issuance. 

The drawback system of the United States could be modified 
so that it would not be greatly different from the import-certifi- 
cate plan. If the provisions for proof of importations were 
drawn liberally, it might be possible under it to import one 
quality of raw material for use in manufacture while exporting 
another type of it. It would be only a short step to what virtu- 
ally amounts to export bounties, namely, making the ratio of 
raw material to finished product such that a drawback would 
be received on a larger quantity than was used in the manu- 
facturing process. Italy, in 1896, thus arranged an export 
bounty on cotton yarns and fabrics. Russia has applied such an 
arrangement to both cotton and woolen manufactures. As al- 
ready pointed out, Germany secures the same results by permit- 
ting the various types of grains to be subject to the import cer- 
tificates and making the rates of duty different for the various 
commodities. 

If the arrangement for manufacturing in bond is liberalized 
so as to permit different qualities of wheat to be used in the 
exported product than is imported, it takes on much of the 
character of the import-certificate system. 


THE KETCHAM BILL 


The final export-debenture plan presented to the last Con- 
gress provides for export bounties on wheat, corn, rice, cotton, 
tobacco, swine and cattle, or any food or manufactured product 
of these.t The rates named are one-half the tariff duties now 
prevailing, except for 2 cents per pound on all tobacco and 2 
cents a pound on cotton. A Federal Farm Board which is set 
up under the plan is to have power to establish bounties on any 
other agricultural products of which there is a surplus above 
**domestie requirements,’’ and when it is found that the cost of 
production is greater in the United States than in competing 
foreign countries. The debenture rate to be established in such 
eases is to represent the difference in cost of production thus 
determined. No debenture rate is to be higher than the import 
duty. Manufactured products are to have rates equal to what 
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the debenture would be on the raw product contained in them. 
The export debentures are to be receivable for payment of im- 
ports upon any kind of article imported into the United States. ° 
The board is given power to reduce the debenture rates or cancel 
the issuance of the debentures altogether whenever the average 
acreage for any 2 years exceeds the average of the seventh to the 
third years preceding, according to the following schedule: in- 
crease of less than 5 per cent, no reduction; increase of 5 to 
10 per cent, 25 per cent reduction; increase of 10 to 15 per cent, 
50 per cent reduction; increase of 15 per cent or more, issue of 
debenture suspended for 1 year. In the case of livestock and 
livestock products, production is to be the basis in place of 
acreage. 

Along with the foregoing provisions which relate to the export 
debenture system, the Ketcham bill authorizes the Federal Farm 
Board to make loans to cooperatives, establish a system of insur- 
ance against price decline, set up corporations for the buying 
and selling and storing of commodities for which there is a tem- 
porary surplus, advise the farmers with respect to their produc- 
tion programs, and do all the other miscellaneous things that 
have been incorporated in the recent farm-relief bills in order to 
make them as attractive as possible to all the farmers in the 
United States. These features will be analyzed in later chapters. 


COMPARISON WITH IMPORT CERTIFICATE PLAN 


1. The plan proposed in the Ketcham bill is exactly the same 
as the German import certificate plan in the essential principle 
of its operation, namely, that bounties on exports are paid in the 
form of certificates to import. 

2. The products whose duties can be paid by certificates in 
Germany are limited to a list of farm products. This means 
that the volume of debenturable exports is regulated by the 
volume of imports of other farm products. The last Ketcham 
bill placed no limit on the export debentures issued.? 

3. The Ketcham bill proposes rates mostly lower than the 
tariff duties, whereas equal rates are the essence of the German 


2 Harlier versions of the plan placed the limit at 40 and 50 per cent of 
the customs receipt. 
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system. The Ketcham plan would, therefore, only to a limited 
extent permit domestic manufacturers to take advantage of loca- 
tion and quality of product in importing, as above described, 
which is a principal object of the other system. 

4. The German plan is, for the most part, applied to com- 
modities which it both imports and exports, the imports being 
of different types or from different sections of the country than 
the exports. There may, however, be net imports of some prod- 
ucts if there are equal net exports of others. A group of prod- 
ucts needs to be included under the plan whose total imports 
about equal total exports. If not, the import certificates will 
sell at a discount. 

The Ketcham plan, in contrast, is scheduled for a list of 
products which we export in large volume and import very little. 
The import certificates must therefore mostly find a market out- 
side this list of commodities, as already explained. If the de- 
bentures were for the full amount of the tariff duty, imports 
even of this list would increase considerably; but they would 
scarcely begin to absorb the certificates. 

5. As compared with prices under free trade, the German 
plan, taken in conjunction with the tariff duties, which are a 
necessary part of it, raises prices over the whole country by 
the full amount of the tariff duty. In part of the country, or 
on some types of product, it is the tariff that raises the price to 
this level; elsewhere or on other types, the export bounty does 
it. (This assumes that total imports of debenturable commodi- 
ties equal total exports of them.) In general, the Ketcham plan . 
would raise prices, over what they would have been under free 
trade, by the debenture rate less any additional transportation 
costs due to selling in new markets farther away. Some deficit 
areas, however, might have their prices set by the tariff duties 
at a point above the debenture rate. The geographic distribu- 
tion of prices would be more artificial than under the German 
plan; but not as much so as under a simple protective tariff. 

6. The German plan, taken as a whole, tariff duties plus im- 
port certificates, stimulates production by the full amount of 
the tariff duty. It indeed provides a bounty on production of 
the commodities to which it is applied. As compared with a 
protective tariff system alone in such a situation, it serves as an 
export bounty im the exporting areas, or of the export types, 
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and reduces production in the deficit areas, or of the deficit 
types. The exports check the imports and vice versa. On the 
whole, one would expect the production to be increased more 
than with just the simple protective scheme. Including more 
commodities of the import type from time to time, as Germany 
apparently has done, will permit the expansion of production 
thus stimulated. The Ketcham plan is a straightforward export 
bounty, subject to the subsidiary checks set up in the bill. 

7. In comparing the two plans, however, one must take into 
account the combined effect of tariff duties and import certifi- 
cates. Germany is using the combination to develop an agricul- 
ture that has failed to provide food enough for its population. 
The combination that the Kecham bill would represent would 
be aimed at checking a decline of agriculture before it reached 
the deficit point, and probably would cause it to expand again. 
Both are intended to serve as bounties on production, but under 
different circumstances. 

8. The German plan causes reductions in customs receipts 
only on the list of farm products named, whereas the Ketcham 
export debenture plan would reduce revenues from the whole 
dutiable list to the full amount of the issue of debentures. 


FEATURES OF KETCHAM PLAN 


The export debenture rates set up in this bill were based on 
the tariff duties partly because the authors of it could think of 
no other feasible method of determining them, but probably more 
because they were thinking of the relationships of their plan 
to the import-certificate plan of Germany. As a matter of fact, 
the tariff duties do not furnish a good basis for debenture rates 
for the United States, for the reason that they were not made 
for that purpose. The real basis upon which most agricultural 
duties are being worked out in the United States is complete 
exclusion of all foreign products. It takes rather high duties 
to accomplish this for all types of the product and at all seasons 
of the year, and particularly at all points, in a country as large 
as the United States. At the same time, most of the United 
States is on an export basis for most farm products. Export 
bounties based on our tariff duties would, therefore, work as a 
strong stimulus to production and export in most of the United 
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States even though at only one-half the tariff rates. The duties in 
France and Germany upon which the import certificates are 
based are on types of commodities of which there is a domestic 
deficit, or on commodities of which there are regional deficits. 
The import-certificate system merely extends the effects of the 
duty to the rest of the domestic production. The rates set up in 
the Ketcham bill represent the following percentages of values of 
products of the year 1926: cotton, 11.9 per cent; wheat, 13.6 
per cent; rice, 10.1 per cent; corn, 10.1 per cent; cattle, 10.9 
per cent; swine, 2 per cent; tobacco (unstemmed filler), 23.6 
per cent. 

The rates for the remaining agricultural commodities of which 
we have an excess of exports are to be made equal to the differ- 
ence in cost of production between the United States and prin- 
cipal competing countries. This would be in theory the full 
amount of the tariff duty. The schedule of rates thus set up for 
the different products would be very unequal and would provide 
greatly varying stimuli to the production of the various ecommodi- 
ties. A distribution of production would tend to be set up based 
on this artificial schedule of debenture rates. 

It is not easy to state what would be the proper basis for a 
system of export debentures in a country such as the United 
States. Probably.the most workable plan would be to base them 
on their probable effeet on volume of production in the principal 
exporting centers, as determined by analysis of effect of price on 
subsequent production as explained in Chap. IV. 

It seems clear that setting up differences in cost of produc- 
tion as a method of determining the debenture rates would be a 
serious mistake. In the first place, we already have one agency 
trying to determine such differences in costs of production, and 
our experience with it demonstrates that one of them is enough. 
Secondly, the rates so determined would not be suited to the 
purpose. 

It does not seem possible that the flexible rate provisions of the 
Ketcham bill will serve as an effective check on expansion of 
production. An increase of 5 per cent in 2 years is equal to 28 
per cent in 10 years. The debenture rate is to be reduced only 
one-quarter for increases of production or acreage under 10 per 
cent. Hence, it would be possible to increase nearly 25 per cent 
in 5 years with a reduction of only one-quarter in the debenture 
rate. With acreages fluctuating as described in Chap. IV, the 
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debenture rates might be cut somewhat sooner or somewhat later 
than would be the case with a steady increase in acreage. The 
alternate highs and lows in livestock production might also make 
the flexible provision apply sooner or later than would be the 
ease if the production increase were steady. But even with these 
exceptions, production could surely expand. 

Although the plan outlined may not appear satisfactory, it 
may be possible to set up one which would be. If the increase 
in acreage allowed was 5 per cent in 5 years rather than in 2 
years, the increase in acreage permitted would be much less, 
and it could begin to apply as soon as the acreage reached the 5 
per cent. If the penalties were based on the behavior of exports 
rather than of acreage and production, the rates would adjust 
themselves more automatically to changes in domestic consump- 
tion, the plan would meet less foreign opposition, and there would 
be less chance of having the official acreage and production 
figures now collected by the Division of Crop Estimates somewhat 
falsified by wilful bias of the reporters. The plan for using 
moving averages as set up in the bill should be retained, since 
it introduces a certain desirable element of flexibility. A gradual 
increase in any product because of changes in economic condi- 
tions or methods of production could take place without penalty 
- of reduced debenture rates. However, the necessary lag would 
be great and not enough to take care of situations that might 
develop with some of the minor products. 

It is probable that the authors of this bill put in the flexible’ 
rate provision more largely to meet popular criticism than actu- 
ally to provide a scheme of control. They probably hold the 
opinion that a system of debentures applied to all farm products 
will not produce any general expansion in production. 

Of course, there is another theory with respect to this whole 
matter of increase in acreage. Increase in exports of farm products 
may be looked upon as very much to be desired. If the country 
has become too industrial and too little agricultural during the 
past 20 years as a result of our subsidies to manufacturing, the 
positive method of rectifying this condition is to stimulate pro- 
duction. It is true that the new production thus brought into 
existence is somewhat uneconomical in the sense that it would not 
be profitable without a subsidy from the consumers, but in this 
respect it is not so much to be condemned as the new production 
which is encouraged by import duties. Professor Stewart’s dis- 
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cussion of the export-debenture plan leaves the very distinct 
impression that he looks favorably on an expansion of our agri- 
cultural production along export lines. Some of this new pro- 
duction would take place on present farms and produce larger 
farm incomes. Some of it would occur on lands not yet in farms 
or which has recently been abandoned. The whole agriculture 
of the United States would take on a new lease of life with an 
effective schedule of export debentures in operation. It may be 
averred that such a program of expansion could easily go too far ; 
but there would surely be no difficulty in setting up a system of 
checks that would prevent this. 

It should be pointed out that such an expansion of produc- 
tion would lead to an even more rapid exploitation of our natural 
soil fertility than at present, and that this above all the nation 
should guard against; that such an expansion of production 
would depress the world level of prices of many farm products 
to a degree that would offset a considerable part of the debenture. 
If the increase in spring-wheat acreage was according to Warren 
and Pearson’s formula presented in Chap. IV, the 16 cents that 
the debentures would raise prices above the present tariff effect 
would increase spring wheat acreage 336,000 the first year and 
897,000 by the second year. The 21 cents that the debenture 
would add to winter wheat prices would increase winter wheat 
production 1,095,000 acres the first year and 2,920,000 by the 
second year, if the same formula could be applied to winter 
wheat. Even if acreage in the United States were to be increased 
20 per cent, world wheat prices would be lowered only 9 cents, for 
the United States produces only one-fifth of the world supply. 
This increase would be safely within the 5 per cent allowed by 
the Ketcham bill. Bradford Smith’s formula would indicate 
that the proposed debenture of 2 cents a pound would increase 
the cotton acreage by 425,000 acres in 2 years, and reduce world 
prices by 2.1 cents. A cotton price definitely raised to a new level 
would have more effect, and might cause the check in the 
Ketcham bill to operate, and surely would make effective the 
suggested limit of 5 per cent in 5 years. But both of these effects 
would be greatly reduced if similar bounties were paid on all 
other important products; but they would still be significant. 

Closely related to the foregoing is the reaction to such a plan 
in foreign countries. Producers of wheat in Germany and other 
foreign countries would at once ask for legislation to offset the 
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effect of the bounty in the United States. The specific rates set up 
in the Ketcham bill would tend to be the exact amounts which 
would be added to the import duties in these countries. The 
United States has itself furnished an excellent example to the 
rest of the nations as to how to handle such a situation. When 
the Australian government under its butter export bounty plan 
raised the bounty to 9 cents per pound as of Jan. 1, 1929, the 
Secretary of the Treasury sent out instructions to the Collectors 
of Customs to impose an additional duty on butter from Aus- 
tralia equal to the increase in the bounty on exports in Australia. 

Of course, if there were no increase in the exports from the 
United States, or if foreign governments could be assured that 
the imports into their countries would not be increased, such 
action might be prevented; but the problem would at once arise 
of what to do with supplies if any increases in production did 
occur temporarily or otherwise. 

Foreign peoples resent export bounties more than import 
duties partly for the reason that they have not been accustomed 
to them, and partly because they seem to be an intrusion into 
their internal affairs. A nation is now generally accorded the 
right to say what foreign goods its people will be allowed to 
import; but not the right to subsidize its producers to produce 
goods to sell in other countries in competition with their own 
producers. It may be an irrational distinction, but neverthe- 
less it exists. 

Consideration must also be given to the effect of the plan on 
the revenue of the government. At the rates named in the 
Ketcham bill, and with no changes in imports and exports from 
those of 1927 and 1928, the export bounties paid out of the 
customs receipts of the United States would be as follows: 


Export Bounty 
Commodity group (Thousand dollars) 
Hogs and hog products..........- sec eee eeeeee $6,974 
Cattle and beef products.........2..+2-++e2+ +s eee 159 
Corn and corn products. 2.6.6.6. 05-2. esre ese wee es 1,473 
Rice and rice products. .........---se--e- sees seeee 1,351 
Wheat and wheat products. ...........s-cseseeeesens 44,153 
UNO DKA) goons 5 5.o 56 dO EME OD OS mo o0O0 Ooo n OOgdCuco ono 9,800 
COO. «, cc OO loCioIe HOO CIO GO0.00 ae ORONO DOO OM OOo Ue 81,210 
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If production of farm products in 1927 and 1928 had been 
increased on the average by 5 per cent, with no changes in con- 
sumption, export bounties would have been $181,655,000. 

By all means the principal argument in favor of the export 
debenture plan is its comparative ease of operation. The supple- 
mentary activities included in the Ketcham bill would require a 
great deal of administration, but the export-debenture plan itself 
would leave very little for a Federal Farm Board to do. What 
little additional government activity was required would mostly 
be provided by the present staff of the Treasury Department. 

Those who have supported this plan most vigorously have had 
in mind that the revenues lost will be made up by somewhat 
higher income taxes. If this could be arranged, most economists 
would agree that the plan was not objectionable on this score; 
but Congress would be more disposed to make up the loss by levy- 
ing higher import duties on other products, if any ean be found 
that will yield more revenue, which would increase still further 
the system of artificial stimuli to production. The other way of 
obtaining more customs revenues, lowering duties so as to make 
them more productive, would not be considered for a moment. 
Whichever way it was arranged, the cost of it would come out 
of the people of the United States just the same as under an 
equalization-fee plan. If paying 21 cents a bushel on wheat 
reduced the government revenue by $50,000,000, and this amount 
were added to the duty collected on wool and sugar, the con- 
sumers of the United States would be no better off than if they 
had paid the 21 cents plus an equalization fee of 12 cents. If the 
$50,000,000 could be raised by federal income taxes, the situation 
would be different to the extent that a different group of the 
population would be paying the bounty. 

Even though the import certificate plan may not be especially 
well suited to conditions in the United States, it may have much 
to recommend it for certain products and in combination with 
other devices. It may fit in with a general tariff system. The 
import duties collected on some farm products might be used to 
pay export bounties on others. It may easily be the most work- 
able system for a commodity such as pork, upon which an equali- 
zation fee or its like would be difficult to collect. It seems safe 
to predict that if the United States continues on its present policy 
of artificial control of production by import duties and other 
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related devices, export debentures will in all likelihood come to 
play a part. They would prove most useful with products like 
dairy products and eggs which we export and import in about 
equal quantities. The time may come when they would be useful 
with wheat. They might be used now with beef cattle, the import 
certificates on exports being made receivable for duties on 
imports of feeders. 

The legal basis which Professor Stewart has attempted to 
establish for the export-debenture plan is built up as follows: 
If the government has power to remit import duties in order to 
confer privileges on products exported from Cuba to the United 
States, it would seem rational to believe that it has power to 
remit import duties on products of the United States. The 
power granted to Congress to levy and collect duties would seem 
to carry with it the power to grant remissions. 


RELATIONS WITH THE PROTECTIVE SYSTEM 


The import-certificate plan in Germany extends the protec- 
tive system by making the duties available to other producers 
of the same commodities or of the same group of commodities. 
The plan proposed for the United States would extend the duties 
to an entirely different group of commodities. The argument 
advanced for this is that our present protective system handi- 
caps the production of these other products by raising the level 
of wages and cost-goods generally, and thus the bounties will 
merely be offsets for this. This argument is entirely valid. A 
protective system gives the protected industry a chance to expand 
at the expense of the unprotected by setting a level of wages and 
profits that closes out the marginal producers in the unprotected 
fields. It raises the prices of the protected products and leaves 
those of the unprotected where they were. To use some of the 
revenues obtained from the duties on protected products to offset 
the disadvantages imposed on others, is not only equitable, but 
sound economically. All our unprotected industries are under- 
sized from the standpoint of best national economy. If export 
bounties will bring them back to their proper position, they 
should be given careful consideration. Using the import-certifi- 
cate system in this way is accepting exactly the principle of its 
operation as maintains in its German use. Dr, Joseph Davis of 
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the Food Research Institute has recently argued against this 
application of the principle on the ground that it is not possible 
to determine how much offset the unprotected industries should 
have. A sufficient answer is that a very rough approximation 
will serve much better than nothing. A fairly safe measure of 
the amount of offset that the unprotected commodities as a whole 
should have is the amount which the prices of the protected com- 
modities as a whole are raised. 

The exponents of the export debenture plan have also justified 
the use of the customs revenues to pay the bounties on the ground 
that many of the tariff duties are higher than would yield the 
most revenue, which means in effect that customs receipts have 
been reduced to subsidize an industry. This is also a valid argu- 
ment as far as it goes. It furnishes all the precedent needed so 
far as the principle is concerned. 


CHAPTER X 
THE DOMESTIC ALLOTMENT PLAN 


The essential principle of the domestic allotment plan is pay- 
ing producers a free-trade price plus the tariff duty for the part 
of their crop which is consumed in the United States and this 
price without the tariff duty for the part of it that is exported, 
this to be arranged by a system of allotments to individual pro- 
ducers of rights to sell the domestic part of the crop in the 
domestic market. 

Two important advantages are gained by such a plan: first, 
the stimulus to further production for export characteristic of 
the other plans is largely if not altogether removed; and second, 
for this reason, foreign countries cannot object to it on the usual 
grounds of their objection to export bounties, or raise import 
duties to meet it as they can with a specifie export bounty. 

Two such plans have been suggested independently of each 
other and have received some discussion. Dr. W. J. Spillman 
of the United States Department of Agriculture had his version 
of the plan presented in preliminary form on Feb. 1, 1926, by 
Harry N. Owen, editor of Farm, Stock and Home, Minneapolis, 
in an article in that journal called ‘‘Getting the Tariff to the 
Farmer,’’ and published his final version of it in January, 1927, 
in a little book called ‘‘ Balancing the Farm Output.’ * He called 
it a ‘‘limited-debenture’’ plan. The other plan, hereafter called 
the ‘‘transferable-rights’’ plan to distinguish it from the other 
by its most essential feature, is published for the first time in 
~ this chapter. The several persons who have discussed this plan 
and have worked it into its present form are not sponsors for it, 
or advocates of it, in the sense that the authors of the other plans 
mostly are. They think, however, that it represents a contribu- 
tion to the problem, and should be considered along with the 
other price-raising plans. Dr. Spillman’s plan will be mentioned 
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in the analysis following wherever it differs from the transfer- 
able-rights plan. Dr. Spillman proposes to apply his plan to all 
classes of farm products, whether crops or livestock, whether 
cash crops or feed crops, whether exports exceed imports or vice 
versa. Question is here raised as to whether either of these plans 
can be applied to all farm products; and the conclusion is that in 
any event they should be applied only to wheat and cotton until 
their possibilities and limitations are proved by experience, and 
the necessary technique for their application to other products 
is better understood. The analysis following is worked out most 
thoroughly for wheat. 


THE ALLOTMENTS 


The most essential and probably the most difficult feature of 
‘the allotment plans is the determining of the allotment rights 
to individual producers. Following are discussed the various 
phases of it: 

Size of Total Allotment.—According to the transferable- 
rights plan, the allotment is to be equal to the total consumption 
by domestic mills using wheat, less the wheat equivalent of 
wheat flour and other wheat products both exported and 
imported. It would not include wheat used for seed or feed on 
the home farm or sold to other farmers for seed or feed any- 
where in the United States. It will appear later that this plan 
would cause more high-quality wheat to be imported from Can- 
ada than at present, and the amount thus imported might be sub- 
tracted from the allotment; and likewise any possible imports of 
flour. 

Who Determines Total Allotment.—Department of Agricul- 
ture and Department of Commerce; or a committee consisting of 
one chosen by each and a third designated by the two. 

Individual Allotments—How Made.—A. Have the Division 
of Crops and Livestock Estimates determine wheat ‘‘quotas’’ for 
each state, county, and township, using as a basis: (a) reports 
in its files and in files of cooperating state agencies; (b) federal 
census data for 1910, 1920, and 1925, including township stm- 
maries, which can be worked up by the Census Bureau at small 
eost; (c) state census data where available. Yields are even 
more important than acreages, It is assumed that the yields 
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of the three census periods combined with the data in the files 
of the crop-reporting service will furnish the basis for yield 
estimates that will be sufficiently close to the truth. ‘The Division 
of Crop and Livestock Estimates is an impartial agency removed 
from any local influences, its men trained by experience in the 
making of objective decisions; and it has access to all the data 
available. 

B. Have an ‘‘ Allotment Commission’’ in each wheat-growing 
state which will be finally responsible for the individual allot- 
ments. Its personnel might properly include the following: 
the state commissioner of agriculture as chairman; the state 
statistician of the crop and livestock reporting service; an eco- 
nomic statistician, preferably from the state, but designated by 
the Federal Farm Board to be described later; a representative 
of the state tax commission, since the tax rolls may need to be 
used in checking up the lists of producers; possibly a represen- ° 
tative of the Federal Farm Loan Bank in the district, since it is 
highly probable that the information needed for allotment pur- 
poses could be highly useful to this bank. 

This Commission will have for its first task the collecting for 
every wheat grower in the state of the information as to his 
acreage, yield and production of wheat that is needed for deter- 
mining his fair and proper allotment. This information is: (a) 
acreage of wheat planted and harvested on his farm in each of 
the last 5 years (3 years will do if necessary, but five or even 
more are desirable) ; (b) yield for the same years; (c) sales for 
the same years. It will be advisable at the same time to secure 
similar data for other crops and for livestock if there is a possi- 
bility that this or some related plan may be applied to them or 
that such information would be useful in forecasting production 
and in plans to stabilize production. 

Several methods have been proposed for collecting this infor- 
mation, the two most feasible being as follows: (a) make a can- 
vass of all farmers in the wheat-producing areas. The objection 
to this is the expense. It would probably cost less than $100 per 
township if the inquiry were limited mostly to wheat. (b) Have 
all wheat growers report at a convenient point to register for their 
allotment and at the same time provide the supplementary infor- 


mation. 
The information thus obtained should be published in local 
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newspapers so as to give anyone a chance to protest. Also it 
would be advisable to consult the records of local elevators and 
threshermen to obtain checks on the reports obtained from the 
individual growers, especially for the earlier years. A difficulty 
will be that in many cases the present grower will not have been 
on his present farm for 5 or even 3 years. 

The state Allotment Commission will then determine accord- 
ing to some method which is as mechanical as possible, the allot- 
ments for each farm, publish these in the local newspapers, and 
make adjustments when complainants furnish evidence that a 
mistake has been made. 

When Made.—For spring wheat, in January each year, so 
as to give the growers a chance to make their plans for the com- 
ing year and make ‘‘intention to plant’’ reports to the Depart- 
ment of Agriculture in time for the February outlook report; 
for winter wheat, in June or July. An alternative plan is given 
at the end of the chapter. 

To Whom Assigned.—To the person operating the farm for 
the year, or in the ease of rented farms, to landlord and tenant 
jointly. The allotment rights are the property of the farm, and 
not to be taken to another farm, except when sold in the manner 
indicated later. They are issued each year anew. This means 
that persons leasing farms must consider the allotment rights 
in the transaction. 

Revision of Allotments.—The individual allotments for the 
first year will continue for the second and third years except for 
revisions that seem highly necessary on the basis of accumulating 
records of the individual farms. The first receivers of wheat 
(local elevators, ete.) will make a record in triplicate of all 
wheat received and give one copy of same to the grower and one 
to the Allotment Commission. Certain other data as to crop 
acreage, legal or other description of land on which grown, and 
carryover, may also be needed. Shifts in production which 
appear in these records will be taken account of in the revisions, 
especially in the third year and following. The total allotment 
will continue the same except for changes that seem warranted 
on the basis of experience. It is important that the total allot- 
ments be not increased unless increase in domestic consumption 
justifies it. 
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Transferability——The allotment rights’ are to be transfer- 
able. A farmer who has a very poor crop can sell them and 
realize a return from them which will compensate him some- 
what for his loss of crop. It is expected that there will be a 
market for the rights in which they will sell for approximately 
the amount of the tariff duty, 42 cents per bushel at present. 

Not only are the rights to be transferable, but transferable 
at once when issued. The grower receiving them ean sell them 
in the market for rights and get his money for them at once. 
Probably he will be able to sell them at a local bank. They will 
always sell at discount any time before the end of the year 
because they are to be non-interest bearing. They may thus 
become advances to growers before the planting season which 
can be used in financing the growing of crops. The rate of dis- 
count will not be the rate prevailing at local points, but at cen- 
tral financing points where the rights will presently accumulate 
in quantity. The local banks can earry the rights themselves 
or have them rediscounted. The plan thus provides production 
eredit which will be of great aid to growers in many sections, 
and especially in the South if it is applied to cotton. Growers 
not needing the credit, however, will probably not sell their 
rights, because they will be becoming more valuable as the 
harvest approaches. 

It has been objected that persons receiving these rights may 
eash them at the bank and never produce the wheat. This is 
true. But if an owner does this, he will have no receipt of sales 
to show and he will presently have the allotment for his farm 
reduced. And apparently it will behoove the landlord to see 
that his tenant does produce a crop, since otherwise his farm will 
suffer the same fate. It is for this reason that the plan suggested 
above of having the rights issued jointly to landlord and tenant, 
the landlord having a claim on them till the crop is delivered, 
would seem to be desirable. As before stated, leasing arrange- 
ments will need to provide for this new system of payment for 
crops. 

It has also been stated that all that a farmer will need to do 
to avoid the penalty of loss of rights is to buy some wheat of his 
neighbor and deliver it. There are two answers—one that his 
neighbor will want to sell his own wheat so as to get credit for it 
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on the records, and the other that the record made by the local 
buyer will always have to specify the land on which the wheat 
was grown. 

Application to Sample Townships.—A township in McPher- 
son County, Kansas, may be taken to illustrate an extreme degree 
of wheat growing. The acreage in 8 years on 123 farms, from 
1921 to 1928, has ranged from 9,864 to 13,704; the yield per acre 
from 8.9 bushels to 17.6 bushels; the production from 107,000 
bushels to 221,000 bushels. The average acreage for all 8 years 
is 11,881; the average yield, 13.5 bushels; the average production, 
160,000 bushels. If the problem were to obtain the township 
quotas from these data, and the last 5 years’ records were avail- 
able, the quota would be based on 170,000 bushels, consisting of 
a 13.7 bushel yield on 12,370 acres. If the last 3 years’ records 
only were available, the quota would be based on 180,500 bushels, 
consisting of a yield of 14.7 bushels on 12,520 acres. The last 
2 years only would give a yield of 17.5 bushels, an acreage of 
11,930, and a production of 207,600 bushels. The acreage for the 
last 2 years of the period has averaged 11 per cent more than 
that of the first 2 years, indicating an upward trend in produc- 
tion. If the 2 years 1921 and 1926, 5 years apart, nearly the 
same as available in the federal census figures, were used, the 
acreage would. be-11,784 and the yield 9.8 bushels, a very low 
quota. 

In a township in Norman County, Minnesota, the wheat acre- 
age on 87 farms has ranged from 1,506 to 2,777, the 5-year 
average being 2,288, with an equally pronounced downward 
trend. In a township in southern Minnesota, 111 different farms 
have at one time or another grown a little winter wheat, the 
largest total acreage in any one year being 136, and the smallest 
64. If the average acreage of the first and last of the 5 years 
were used, the quota would be based on 1,948 acres for the first 
township, and 120 acres for the second. No yield data are avail- 
able in the assessors’ reports in Minnesota. 

If these same data are analyzed from the standpoint of being 
used in individual farm allotments, the same general conditions 
appear but in more pronounced form. Of the 123 farms in 
the Kansas township, 61 appreciably increased their wheat pro- 
duction, and 42 appreciably reduced it, during the 8-year period. 
The increases were over 100 per cent on 22 farms. Individual 
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farm yields as well as acreages fluctuate more than the township 
averages. Of the 3-year average productions of 123 individual 
farms, 51 showed deviations of over 70 per cent from their 
8-year averages ; but all except four of the 5-year averages were 
within 70 per cent of their 8-year averages. 

These samples indicate that the job of making allotments is 
by no means simple even with the best of the data at hand. But 
it by no means seems hopeless. Wheat growers would submit 
to unfairness in allotments much more gracefully than they sub- 
mit to unfairness in tax assessments, to which they are subject 
constantly. 


THE PRICE MECHANISM 


The device in the transferable-rights plan for forcing the 
domestic price to the level of the world price plus the tariff is to 
require all processors of wheat to show the allotment rights 
above described, for all domestie wheat milled and sold as whect 
product in the domestic market. They will buy up the allot- 
ment rights as they are turned into the market by the growers 
and as they need them, as far as these are available, and import 
actual wheat, paying the 42-cent duty upon it, if not enough 
allotment rights have been issued. If more allotment rights 
have been issued than the millers need, imports will cease alto- 
gether and the allotment rights may sell at a slight discount. 
Except for this possible discount, the rights will sell for the 
amount of the customs duties, except for the further discount 
which they will be subject to prior to the final disposal of the 
crop, and except for one other important circumstance to be 
mentioned later. 

Since the millers will not buy rights for more wheat than 
they can dispose of as flour and other wheat products in the 
domestic market, the remaining wheat will have to seek another 
market, which will be mainly for export as wheat and.flour, but 
to some extent as feed and seed for domestic use. The price of 
this wheat will, therefore, be determined by the export market. 
Special supply and demand conditions for feed and seed types 
of wheat may give these a price somewhat above or below the 
export level for milling wheat. 

It is assumed that actual wheat moving in the market will be 
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priced on the export basis for the most part; but that conven- 
ience in market transactions may induce dealers to buy rights 
and attach them to the bills of sale now used in the exchanges as 
evidences of ownership. Some growers may sell them with their 
grain at the local elevators. If so, then there will be grain both 
with and without rights being bought and sold in the exchanges, 
and quotations will be made accordingly. 

If the rights are not attached to the bills of sale earlier, 
then the miller will buy them and attach them. Bills of sale 
with rights attached will be the miller’s evidence to public 
officials that he has in effect paid approximately the 42-cent pre- 
mium on the wheat. 

It is expected that the market for rights will be somewhat 
speculative, actual prices of them reflecting credit conditions 
as well as supply and demand for rights themselves. A highly 
fluid market for these rights is much to be desired, and specu- 
lation will contribute to this fluidity. 

The foregoing mechanism will leave the miller in a highly 
desirable position so far as securing the particular lots of wheat 
which he wants for milling. He will always be able to buy wheat 
and rights separately. 

As for imports, it is expected that it will be cheaper to buy 
domestic wheat than imported wheat in most locations because 
of the saving in transportation costs. The plan means that the 
same quality of wheat can be bought for the same price, 42 cents 
above the world price, in the two countries, except for differences 
in transportation and handling costs. The miller in Kansas City, 
for example, will not pay freight to Canada plus 42 cents for 
Canadian wheat when he ean buy southwestern wheat for 42 
cents plus freight from southwestern points. There will be some 
milling points, however, for which Canadian wheat may have 
an advantage in location, Buffalo, for example. Any wheat 
which is imported by United States mills for reason of this kind, 
or the wheat equivalent of any flour, will have to be deducted 
from the total allotment of rights. It is difficult to forecast what 
amount might be imported under these circumstances, possibly 
as much as 25,000,000 bushels. Under the unusual conditions 
prevailing in 1920 to 1921, and with absolutely no duty on 
wheat, the imports were 58,000,000 bushels. The mills so located 
as to take advantage of this situation might expand a little at 


THE DOMESTIC ALLOTMENT PLAN 279 


the expense of those not so situated. They could then mill a 
certain amount of Canadian wheat for the nearby domestic 
market as well as in bond for export. 

If it proves advisable to stop imports of flour under these 
circumstances, it can be done simply by increasing the protective 
duty on the ‘‘conversion cost’’—a practice, which, however, has 
some undesirable accompaniments. 

Differences in quality of wheat may also become a reason for 
imports. It is expected that the mills wanting high-protein 
wheat will use up the domestic supply of this first, purchasing 
rights to cover it, but that as soon as higher-protein wheat can 
be obtained in Canada, they will prefer to pay 42 cents import 
duty on it than to buy rights to use lower-quality domestic wheat. 
This may depress the price of the rights somewhat below the 42 
cents level as long as the supply of rights lasts, or lessen the 
domestic premium on high-protein wheat, and even cause more 
high-protein wheat to be imported than at present if the millers 
have advantageous uses for it. Domestic wheat of any quality 
will always have the option of the domestic market over Cana- 
dian wheat of the same quality, except at milling points nearer 
to Canadian sources of such wheat; but if the domestic supply 
runs short or is of poor quality some year, imports will set in. 

This feature of the transferable rights plan has already been 
discussed in principle in connection with the equalization fee 
and export debenture plans in the two preceding chapters. The 
basis of it is a domestic price level equal exactly to the import 
duties. As already explained, the German import-certificate 
plan is designed with the deliberate intent of encouraging 
imports under the foregoing circumstances, but offsetting them 
with equal exports. 

To the extent that producers of high-protein wheat in the 
United States are getting a larger premium than they would 
without the present tariff duty on wheat, they will not gain as 
much from this plan as will the producers of lower-grade wheat. 
It is highly probable, however, that the 42 cents per bushel on 
their allotment will add more to their incomes than does the 
present customs duty. The present duty on wheat has been 
effective for probably not more than 5 cents per bushel on the 
average since 1924; and in Montana by possibly as much as 
10 cents per bushel. The allotment system would apparently add 
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around $200 to the selling price of each 1,000 bushels of wheat, 
assuming a total allotment of 400,000,000 bushels. In addition, 
there would be a saving in interest cost through the low rate at 
which the rights would be discounted. 

A method of handling this matter of quality differences, if it 
seemed serious enough to require special handling, would be to 
set up a different tariff rate on durum, white, and club wheats, 
and on hard wheats according to protein content. Samples of 
wheat imported could be analyzed very quickly and at small 
expense and the tariff rate assessed accordingly. The higher 
rates on the high-protein wheat would preserve for the producers 
of it the relative advantages from the present tariff. In the years 
when the high-protein content brought no premium, the higher 
tariff rates on it would simply not be effective. 

It might seem proper to some that the total allotment quotas 
and individual allotments be determined separately for the prin- 
cipal classes of wheat, since the domestic consumption of some 
varieties of wheat is much larger in proportion to their production 
in the United States than for other varieties. For example, only 
4 per cent of the 1927 hard spring wheat crop was exported, com- 
pared with 16 per cent of all wheat, 27 per cent of the durum 
wheat crop, 32 per cent of the production of white wheat and 
20 per cent of the hard red winter wheat. To differentiate in 
this way would assume that there is some special merit in pro- 
ducing a type of product of which we have a small export sur- 
plus, beeause of a limited amount of suitable soil and climate, 
ete., as compared with producing one of which we have a consid- 
erable surplus, because of a large supply of suitable soil, climate, 
ete., which entitles the producer of it to especial consideration 
in a program of agricultural betterment. Most people will agree 
that there is no special merit in such production. (Those whose 
whole theory of agricultural betterment is self-sufficiency and 
production for home market only, naturally will not agree.) 
Moreover, making this differentation would probably eause 
wheat production to shift somewhat to the areas where the allot- 
ments were relatively large and thus disturb unnecessarily by 
artificial means a natural balance of wheat production according 
to types. The quotas would need constant readjusting, and other 
administrative difficulties would be increased. Equal percentage 
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allotments would mean that all wheat growers would benefit 
equally regardless of type of wheat produced. 

The arrangements for milling in bond and drawback could 
remain as at present. 


BASIC ECONOMIC PRINCIPLES 


The economic principles basic to the operation of this plan 
now begin to stand out. First of all, it is a plan which ‘‘makes 
the tariff effective’? in a more direct sense than do the other 
plans. The allotment rights are worth an amount per bushel 
to the grower which equals the amount of the tariff duty, except 
for the discounts and transportation and quality differentials 
above mentioned. The plan simply gives the tariff rate a chance 
to impose itself on the whole of the domestic consumption. 

Second, it leaves commerce in the commodity on a free- 
exchange basis so far as transportation advantages and quality 
differences are concerned. Millers of the United States will be 
using more Canadian wheat from points nearer at hand and of 
the qualities they need; and in turn the nation will be exporting 
more wheat which is near to export points, or which is of export 
types aud quality. The saving to the miller, to producer and 
consume” from shorter freight hauls and better choice of quality, 
will amount to considerable in the aggregate, much more than 
most people suppose. 

No doubt some will object to the plan in advance, and many 
more after it goes into effect, on the score of the imports which 
it allows up to a certain point. It is true that the larger these 
are, the smaller the allotments will be. The imports will expand 
quickly up to a certain point and then stop except for a normal 
growth. The importations that do occur will depress prices a 
little near the points of entry, and growers selling at these 
markets may tend to look at these lower prices and forget the 
larger amounts they received from the sale of their allotment 
rights. They have been so long in the habit of looking upon 
competing goods from abroad as a menace that it will take them 
some time to get over it. Differentials for high-protein wheat 
may also be reduced a little and the producers of it may also 
be inclined to forget the larger income from their allotment 
rights. If these objections proved insurmountable, the imports 
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due to quality differences could be checked by amending the 
tariff schedule as indicated. 

Or a still simpler proposal would be to require the board to 
invest in allotment certificates the duties collected on imports 
as fast as they came in. This would make it possible to issue 
allotment certificates for the amount of the imports as well as 
the part of the crop both produced and consumed at home. If 
this feature were adopted, an increase in imports would cause 
no trouble whatever. A similar proposal is that the import 
duties collected be used to pay export bounties as far as they 
would go. The former plan seems preferable, and would attain 
its ends entirely. 

Third, it accomplishes its ends simply by passing on to the 
consumers the cost of the higher prices which the producers 
receive, just exactly as does any effective tariff. It is even lke 
a customs system in that it collects revenue for the government 
from whatever imports ensue. It differs from a system of eus- 
toms duties in that it still permits transportation advantages and 
quality differences to be realized, and hence is not so destructive 
of revenues as are protective duties, nor as wasteful of resources 
through cross-hauling. 

Fourth, this plan combines the raising of revenues for the 
government and assistance to the producers of a commodity in 
almost the same manner as does a protective tariff duty. It isa 
right to sell in a protected domestic market which is granted the 
producer the same as under the tariff system. It would seareely 
seem probable that the plan could be declared unconstitutional 
for reasons pertaining to any of these named features. 


METHOD OF FINANCING 


The board could issue allotment rights for slightly less than 
the domestic consumption, and sell the remainder directly to the 
millers or in the open market for rights that would develop, and 
thus obtain all the operating income needed. The increase in 
imports would add somewhat to customs receipts. 


APPLICATION OF PLAN TO THREE WHEAT CROPS 


Production of wheat in the United States for the 3 years 
1925 to 1928 has averaged 793,053,000 bushels; production plus 
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carryover, 914,188,000 bushels. The disappearance as flour for 
domestic consumption has been 501,023,000 bushels; for seed, 
88,000,000 bushels; for other uses, principally feed, 35,811,000 
bushels. The equivalent of 34,000 bushels has been imported as 
flour, and 1,012,000 bushels have been imported as wheat not in 
bond. Exports of wheat have been 121,965,000 bushels as 
wheat, and 56,162,000 bushels as flour, or a total of 178,127,009 
bushels including exports of wheat under bond. Imports under 
bond averaged 13,886,000 from 1925 to 1928, leaving net exports 
of 161,197,000 bushels. 

If no increase in exports were to occur under the proposed 
plan, the allotment could be well toward 500,000,000 bushels, 
assuming that the present tariff schedule maintains. Subtract- 
ing 25,000,000 as possible imports under the plan, and allowing 
an equal amount as a margin of supply, would leave 450,000,000 
bushels as the size of the allotment. If 40 cents were the aver- 
age increase in price on the allotment wheat, the growers of a 
crop like that of 1925 would have received an average increase in 
price per bushel for all wheat sold for use in flour or for export 
of 26.6 cents. A comparable figure for a crop like that of 1926 
would be 21.7 and for a crop like that of 1927, 20.6 cents. 

If the imports of wheat could be cut in two by a scale of tariff 
duties according to type of wheat and protein content, the allot- 
ment might be raised 25,000,000 bushels and the above figures 
would be 28.1, 22.9 and 21.9 cents per bushel, respectively. 


ADMINISTRATIVE PROBLEMS 


The weaknesses in the plan from an administrative point of 
view other than those of making the allotments at the start, 
already described, are as follows: (a) some growers may try to 
inerease their allotment by falsifying reports and records; (b) 
local buyers may not make purchase records with sufficient care ; 
(c) millers may conceal evidence of purchase of wheat, and of 
production and sale of flour to brokers, ete., thus saving the cost 
of purchase of rights. Conceivably, a grain dealer and miller 
might enter into a secret agreement to conceal a transaction; or 

2 Drawbacks were allowed on an average of 35,397 bushels and the 


equivalent of 5,124 bushels of wheat as wheat flour from 1925-1926 to 
1927-1928. 
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a miller and dealer in flour. (d) Milling for local consumption in 
remote districts might develop to a small extent—‘‘moonshine”’ 
flour might become a subject of conversation. The internal 
revenues have not caused troubles of this kind with tobacco, and 
they probably would not with wheat. 

It does not seem that any of these difficulties are especially 
important in the case of wheat. Publicity of allotments will 
largely check the first two. Requiring the local buyer to make 
out his purchase record in triplicate as explained will largely 
handle the second difficulty. Bonding the millers and requiring 
uniform records and forms will largely control the third. It 
would hardly seem that any penalties are necessary except for 
the millers. If penalties for growers proved necessary, an appro- 
priate penalty would be loss of allotment rights. The adminis- 
trative machinery for enforcement of the plan would probably 
be the Bureau of Internal Revenue, which has already developed 
machinery for handling collections of revenue based on output 
in the case of tobacco, oleomargarine and other products. 
Monthly reports would be needed in order to observe the opera- 
tion of the plan. Examinations of records could be made less 
frequently. 

With the size of the total allotment determined as indicated, 
the quotas by the Division of Crop and Livestock Estimates, and 
the individual allotments by the state Allotment Commissions, 
and with the supervision of mills by the Internal Revenue offi- 
cials, there is little else for a central governing board to do except 
to analyze the reports and statistics of consumption carefully 
and observe the working of the plan and its administration in the 
various states. This, however, would be a highly important fune- 
tion. Such a board should also be given a few matters of major 
policy to determine, and certain authority over the Allotment 
Commissions and other agencies. 

The principal expenses would be connected with making the 
allotments the first year and assembling the purchase records 
and summarizing them. This information, however, would prob- 
ably be worth all it would cost for other uses, such as erop fore- 
casting, ete. A small additional appropriation would need to be 
made to the Division of Crop and Livestock Estimates. 

The act would best go into effect just at the end of a crop 
season. The mills would need to be required to show rights 
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or stamps for wheat milled from the day’the plan went into 
effect. 
INSURANCE ASPECTS 


The transferable-rights plan, as already suggested, has some 
important insurance features. In the first place, any grower 
having a complete or partial crop failure will still have allot- 
ment rights to sell. Secondly, if the crop is large generally and 
prices low, the 42 cents added to his allotment part of it would 
cause a smaller proportional reduction in his price. The first 
is Insurance against crop failure, the second against price decline. 
These are both illustrated in the following table in which four 
different combinations are assumed: a large United States crop 
and a large crop (8,000 bushels) for the farm in question, the 
same except a small crop (2,000 bushels) on the farm in question, 
and the same two crops on the farm in question in combination 
with a small United States crop. The grower’s allotment is 
assumed to be 4,000 bushels, the effective tariff rate, 40 cents, and 
his average production 5,000 bushels with no change in acreage. 
The large and small United States crops are assumed to be the 
1927 crop of 871,691,000 bushels and the 1925 crop of 676,429,000 
bushels, respectively.* The price received by the farmer is taken 
as the average price received by producers Dee. 1, 1925 and 1927 
estimated by the United States Department of Agriculture. 
Expense data are read from the table presented in Chap. IV. 


A.—Smatut Unirep States Crop (1925) 676,429,000 BusHELs, at 141.6 
CENTS PER BUSHEL 


(1) At present (2) Under 
proposed plan 
Size of crop on farm, bushels......... 8,000 2,000 8,000 2,000 
Salesavealivemen.: eer veevy eienareceegedom ensues $11,328 | $2,832 | $12,928 | $4,482 
IDy@o ike. do 6 bd SoU OON CHO ean oor 3,960 2,660 3,960 3,660 
SC heath Nd ei a ee 7,368 | — 828] 8,968 772 
Ratio of net income to expense....... 1.86| —0.23 2.26 0.21 


3 Since the price level in 1925-1926 and 1927-1928 was practically the 
game and wheat production in the Northern Hemisphere only 3.6 per cent 
larger in 1927 than in 1925, the prices received by producers should reflect 
quite closely the effect of difference in United States production. 
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B.—Larcte Unirep States Crop (1927) 871,691,000 Busnes, at 111.8 
CENTS PER BUSHEL 


(2) Under 


(1) At present 
proposed plan 


Size of crop on farm, bushels......... 8,000 2,000 8,000 2,000 
Sales valuomeeie waciee tec ciara cele $8,944 | $2,236 | $10,544] $3,836 
UXPONSO™ ae see Mate cat ltr rox sinters ose 3,960 3,660 3,960 3,660 
INGtANCOMG AT Serer cc se. ohadoe oe 4,084 | —1,436 6,584 176 
Ratio of net income to expense....... 1.03 | — 0.39 1.66 0.05 


These figures show clearly how insurance would be obtained 
when the grower had a short crop whether the United States 
erop was large or small; and also against a general price decline 
in years when the United States had a large crop. Under present 
arrangements, a grower with a large crop sees his net income fall 
from $7,366 to $4,084 if the United States crop is large; under 
the proposed plan, it would fall only to $6,584, if the grower 
disposed of his crops and rights in the usual way within the year. 

If the wheat growers as a group were to sell their rights only, 
but hold various portions of their wheat until the year following, 
their gains and losses from this holding considered by itself 
would be the same as if there were no rights. They could not 
afford to hold their rights over until next year because they would 
depreciate in value just as wheat does when the new crop comes 
into the market ; and since about the same number of new rights 
would be issued each year, there would be no chance of the new 
issues having a higher value than the outstanding ones. Hence, 
so far as weather surpluses are concerned, the principal effect of 
the plan would be that growers having a large crop might carry 
some of it over and cover it with the rights of the next year in 
place of growing new wheat. Any one contemplating reducing 
his wheat acreage would surely do this. Others would fear the 
effect of this on the size of their next allotment; but perhaps a 
way can be found of allowing for carryover in making the allot- 
ments. The other thing which the plan offers with respect to 
weather surpluses is the slight insurance against price decline 
already explained, 
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As to overproduction surpluses, the plan has the advantage 
of permitting a reduction within limits in the allotments as the 
production increases, and thus checking expansion if this seems 
desirable. If the overproduction period is developing in an 
important foreign country, however, this may have a very feeble 
influence on the world price level. 

The principal way in which the plan may contribute to a more 
orderly marketing of the wheat is in the advancing of part of the 
value of the crop, thus making holding easier. 


THE CARRYOVER 


Although no rights are likely to be carried over, the wheat 
itself will be carried over the same as now. The grower will 
have to count in any wheat he has on hand when he makes his 
plans for his first year’s planting after the plan goes into effect, 
for he will either have to sell it at export prices, as at present, 
or use some of his allotment rights for it in place of growing so 
much new wheat. He will have later carryovers to consider in 
the same way. If he reduces his new plantings because of this 
carryover, it will reduce his production over a 3- or 4-year period, 
and possibly result in a slightly smaller allotment following later, 
unless some way can be found for allowing for a certain amount 
of carryover in making the allotments. 


EFFECT ON PRODUCTION 


The effect of the allotment plan on acreage and production 
has been much debated. One’s first reaction is that when the 
producer realizes that he will receive 42 cents less per bushel for 
all wheat over his allotment, he will not increase his acreage, 
but may even reduce it. But it is argued, on the other hand, that 
the 42 cents is in addition to what is now inducing him to grow 
his present crop, and will make the income from the whole crop 
so much more, and hence stimulate further production. Which 
of these is the more nearly right answer does not depend upon 
what is the correct answer for the grower, but upon how the 
growers will reason or react about it. A more reasonable assump- 
tion is that the growers will think in terms of what it will add to 
their expenses and to their incomes to grow wheat not covered 
by rights. There are certain expenses such as for machinery 
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and horses, and storage space on many farms, which the farmer 
has already made, or will have to make, in most cases whether he 
grows one-fifth more or one-fifth less wheat. Machinery wears 
out a little more rapidly with somewhat larger acreages, but only 
a little. The growers will be inclined to overlook these costs and 
think of the costs that are more variable with output, such as 
gasoline, seed, twine, threshing, and harvest labor, and to com- 
pare these with the price for his wheat not covered by rights, and 
decide accordingly. Farmers always think in these terms more 
or less. The effect of the allotment plan will probably be to make 
them think even more in these terms, just as protective tariffs 
have made our manufacturers think in these terms, and fre- 
quently sell goods abroad for less than the domestic prices so long 
as the prices abroad have paid the variable costs—those other 
than the fixed or overhead costs. Moreover, the extra income 
from the 42 cents on the allotted wheat will permit the growers 
to invest in more and better machinery, which will be a further 
reason for increasing production. The advancing of production 
credit at low interest rates in the spring which the transferable 
rights plan provides for will probably have a stronger effect 
than the allotment part of the plan. But it seems probable that 
all this influence together will not increase production greatly, 
and will certainly increase it much less than the export bounty 
and MeNary-Haugen plans. 

Moreover, most of the increase which will accompany such a 
plan cannot be seriously objected to at home. The grower will 
realize in such a case that he is producing this extra output for 
the export market, to sell at export prices. If it is good econ- 
omy for the manufacturers to practice such a policy, it is good 
economy for the farmer. The receiving countries, of course, have 
a right to legislate against it as dumping; and most of them do 
so legislate. But the dumping features of the allotment plan are 
not very important—much less important than those of the ex- 
port bounty and MeNary-Haugen plans. 

An important feature of the transferable-rights plan is that 
it will not raise the price of wheat to those who want to use it 
for feed or seed in the home country. All wheat will move in the 
channels of trade at regular prices until, and if, either rights 
or revenue stamps are attached to it. Feed wheat will never be 
so attached. The export bounty and equalization fee plans 
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would raise the domestic price level, the latter by the full amount 
of the tariff duty. 

If a tariff duty of 42 cents really made effective came to 
appear too onerous a burden on consumers, it could be reduced 
somewhat and still mean more to the growers than the present 
duty. This would also simplify the problem of enforcement by 
reducing the urge to concealment. 


APPLICATION TO COTTON 


In many ways, the plan appears more applicable to eotton 
than to wheat. It would, of course, be necessary first to establish 
a tariff duty on cotton. 

It might be advisable in establishing tariff duties on cotton 
to vary the rate according to the length of staple of the cotton. 
Otherwise, imports of the longer staples would be stimulated. The 
manufacturers would figure that if they must pay import duties 
on cotton, they had better get the best grade they could for the 
money; and their reasoning would be sound. Combining the 
transferable-rights allotment plan with the tariff duty would add 
a special stimulus to such imports because its basic principle of 
operation is to force exports out of the country to the point of 
raising the domestic prices by the amount of the tariff. The exports 
forced out under such circumstances would be of the grades of 
cotton least desired by our cotton mills, and better grades could 
be imported instead if they could be found abroad, unless the 
tariff duty was sealed to prevent it. 

If the tariff duty was a flat rate regardless of staple, the 
plan would slightly favor the development of forms of textile 
manufacturing in the North based on the use of imported staples. 
If it did, the South could well afford to overlook it in view of 
the great gain it would derive from the higher price for the cot- 
ton covered by the allotment rights. It might well be deemed 
good national policy to let the mills import the better grades. 
It would encourage the development of textile manufacturing 
using such grades of cotton. 

Saving in transportation would figure less in encouraging 
imports of cotton than of wheat because most of the competing 
supplies of cotton are at a considerable distance—not close like 
wheat in Canada. On the other hand, transportation costs are 
a smaller part of cotton values than of wheat values. 
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The great amount of cotton production by tenants and under 
crop liens will make especially important the matter of the per- 
son to whom the allotment rights are assigned. The arrangement 
previously suggested of assigning them to the tenant, but giving 
the landlord authority over them till the crop is delivered, and 
final ownership if the crop is not delivered, should work in this 
case the same as with wheat. But the matter must be handled so 
that the grower could get his production eredit early in the 
season. This could be done by having the landlord make the 
advance to the tenant, which would be without interest, because 
the landlord would be getting his interest out of the appreciating 
value of the rights as the season advanced. Or the landlord 
could instead assign his equity in the rights to a merchant. 

The interest realized from the possession of the rights would 
be at low rates compared with those prevailing in the South; for 
reasons already stated, they would be the rates at which this form 
of paper would be actually discounted. If local bankers or mer- 
chants were to undertake to exact higher rates, agencies would 
at once develop which would be glad to handle this paper at 
regular rates. All owners and operators would be able to cash in 
on their rights at once at these rates, and landlords and tenants 
would manage between them to secure the regular rates. 

It is highly probable that the cooperative associations would 
take advantage of this new production credit, and that it would 
assist them greatly in setting up agricultural credit corporations 
for their members and by reducing the necessity of large 
advances to growers upon delivery of the cotton to the pool. It 
would also solve in considerable part their difficulty of crop 
liens on members’ cotton. 

The production credit feature of the transferable-rights plan 
as applied to cotton is of tremendous significance. Production 
of credit is more needed than anything else in the South. This 
plan provides a considerable amount of it with startling direct- 
ness and simplicity, provided the allotment and other features 
of the plan are workable. 

The insurance features of the plan will work out somewhat 
differently than for wheat, because the United States produces 
so large a part of the world supply, and the curve of net in- 
come from the cotton crop slopes downward rather than upward. 
The table following parallels the one for wheat given earlier. 
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An effective tariff duty of 5 cents a pound is assumed, 17,977,000 
bales as a large United States crop and 13,628,000 bales as a 
small United States crop; and 6,000 pounds of lint cotton as a 
large individual farm crop, 2,000 pounds a small individual 
farm crop, and 2,000 pounds as the allotment to this farm. 


A.—A Smauu Unirep States Corron Crop (1924) or 13,628,000 BaLEs 
AT AN AVERAGE PRIcE TO PropucERS DrecEMBER 1 oF 22.6 CENTS 
PER PouND 


(1) At present (2) Under 
proposed plan 


Farm production, pounds............ 6,000 2,000 
IESE VALUE Awe sence ok a. avails $1,456 $552 
JOST RSS i QR Oe ee 588 422 
INCU TENG oe tenn Sao ee eS Ae $868 $130 
Ratio of net income to expense....... 1.48 0.31 


B.—A Larce Unirep States Corron Crop (1926) or 17,977,000 Baus at 
AN AVERAGE PRICE TO PRODUCERS DECEMBER | oF 10.0 CenTS PER PounpD 


(1) At present (2) Under 
j proposed plan 
Farm production, pounds............| 6,000 2,000 6,000 2,000 
Saleseyalienmem cee aoc) hc docs $654 $218 $754 $318 
IEE CTISE eae tees eter sFale, svatiaiiere’o encteusyc. oer 588 422 588 422 
ING belt COMO ME ter reek. Neat en tantra $66 | —$204 $166 | —$104 
Ratio of net income to expense....... 0.11 | —0.48 0.28 | —0.25 


With a short crop in general and high prices, the plan would 
insure the farmer against loss to the extent of $25 a bale on 
the four-bale crop assumed as a short crop for him, but would 
add only $8.25 a bale to the price of his crop if he were so 
fortunate as to have a twelve-bale crop on his farm. The price 
of cotton falls so low when there is a very large crop that even 
the help obtained from the plan would not prevent a loss if an 
individual grower happened to have a poor crop that year. 
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The plan may increase production of cotton more than of 
wheat because of the greater significance of the credit advance 
at planting time. It may cause more fertilizer to be bought, 
and in later years, more machinery. Cotton labor is more largely 
family labor, which partakes of the nature of fixed costs. 

Since our own production is so large a part of the total, 
reducing the allotments would no doubt have a significant effect 
in checking increase in cotton acreage if a period of overproduc- 
tion surpluses threatened. 

Cotton production has been shifting rapidly of late; and if 
mechanical picking develops in the near future, the shifts will 
be even more pronounced. Unless the allotments are carefully 
handled, this shifting may be hampered somewhat. In general, 
however, the transferability of the rights takes care of this 
difficulty. 

Most of the other administrative features of the plan will 
be as easy to handle as for wheat. There will be fewer small 
mills to supervise, and there will be no uses of cotton compar- 
able to those of wheat for feed and seed. The checking of 
purchases of cotton against output of cotton products at the 
mills will be more difficult. The separation of the manufactur- 
ing operations between spinning, weaving, and clothing plants 
further complicates the same problem. The plant which con- 
verts the raw cotton into its first product is probably the only 
one which will need to be supervised. But some mills carry 
the product through two or three stages. Computing the raw- 
cotton equivalent of imports of cotton goods would be difficult; 
but high aecuracy is not needed for this—the safety margin can 
be made large enough to cover possible errors. 


APPLICATION TO CORN 


The transferable-rights plan could not be applied to eorn 
alone because nearly all of the corn is fed, and feed corn like 
feed wheat could not be included in the allotment unless some 
method could be devised for checking up on all feeders of corn 
for all kinds of livestock using it—hogs, beef cattle, dairy cattle, 
poultry and horses and mules—clearly an impossibility. If the 
plan were to be used for corn, the allotment would have to be 
stated in a certain number of bushels of corn, representing the 
small quantity that is processed, plus a certain hundredweight 
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on the hoof of hogs, plus a certain hundredweight on the hoof 
of beef cattle, equivalent to the slaughtering of these in domes- 
tic plants. The producer would sell his allotment rights as 
with wheat and cotton and be free as now to sell his corn or 
feed it to hogs or cattle. The failure to include corn fed to dairy 
cows and poultry would mean that producers would have corn 
to feed at export prices, and that consumers of these products 
would not be paying a tariff duty on them other than at present. 
There would be some resultant shifting of consumption from 
beef and pork to dairy and poultry products, which would cut 
down the possible allotments on corn, hogs and beef cattle. 

Probably all of the foregoing features are capable of being 
administered, although perhaps with a little more difficulty 
than for the other two products. But not so the slaughtering. 
Available statistics indicate that in 1927, 2,980,000,000 out of 
10,710,000,000 pounds of pork, and 2,200,000,000 out of 7,480,- 
000,000 pounds of beef, were slaughtered outside of government- 
inspected establishments. These establishments were inspected 
in fiscal year 1927 at a cost of $5,034,810.07. An increase in 
expenditure for it would make it possible to include smaller 
and smaller establishments. But it does not seem likely that 
it would ever reach a majority of the local butcher shops which 
do more or less slaughtering. All meat not reported would 
escape the tariff duty in full. Even if the act were enforced 
against local meat merchants, peddling meat by farmers would 
be greatly encouraged. ‘‘Moonshine’’ meat would appear in 
every rural community. It might be argued that it would not 
be necessary to include the purchase of rights to cover local 
slaughterings, that the reduction of allotments resulting would 
not be a serious matter. But the encouragement to local unin- 
spected slaughtering which would follow would not be at all 
desirable; and the established meat packing interests would 
surely have cause to complain. If the plan were ever applied 
to corn, the latter procedure would be preferable to trying to 
enforce purchase of rights by local butchers. 


APPLICATION TO OTHER PRODUCTS 


The limitations of the transferable-rights plan are now be- 
coming apparent. It could be applied satisfactorily if at all 
only to those commodities which largely or almost altogether 
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pass through processing establishments where their purchase 
can be checked. If it were applied to butter, the farm and 
home manufacture of it would not be reached and would be 
stimulated. It cannot be applied to feed crops that result in 
no processed product, nor to those which contribute to meat 
animals, for the reasons mentioned. If it were applied to canned 
or evaporated fruits and vegetables, it would in some cases un- 
wisely stimulate the use of these in their fresh forms. Peas 
and prunes seem to be two cases in which it could be applied. 
It could not be applied to potatoes or to apples. It is con- 
ceivable that it could be worked with oranges and lemons by 
checking at the packing plants or with the transportation agen- 
cies. The only leaks would be of a limited extent right near 
the orchards. No doubt it could be applied to some of the 
types of tobacco, if it were considered advisable for other rea- 
sons, since all tobacco processing plants are already under rigid 
supervision. <A difficulty would be that the domestic consump- 
tion of the types of tobacco exported is in some cases very small, 
and the domestic allotments would be insignificant. There would 
be no object in substituting this plan for the import duties on 
wool, sugar and flaxseed—it is distinctly more difficult to ad- 
minister than an import duty system. If an import duty is 
effective only to a limited extent, as in the ease of butter, this 
plan would make it fully effective if it could be made to 
operate. 


SUMMARY: ADVANTAGES AND DISADVANTAGES 


As compared with the other plans based on the export sur- 
plus, the domestic allotment plan has the following advantages 
when applied to wheat and cotton: 

1. It would stimulate less increase in production, and what 
it did stimulate would be upon a better economic basis. 

2. It would provide an important source of credit for pro- 
duction and marketing at a low rate of interest. 

3. It would provide some insurance against crop failure and 
price decline from large crops. 

4. The raw product would move into the channels of trade 
at regular world price levels except for transportation and 
handling differentials. 
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5. As a result of the above, domestic users of the product 
for feed and seed would not pay the import duty; and users 
of the products resulting from the use of the feed would escape 
the import duty effects that would arise therefrom. 

6. It would interfere much less with trade movements as to 
volume, types of product, and direction than the other plans. 
It would be less objectionable to importing countries of our 
products. So far as the exporting countries are concerned, it 
would be preferred to our import duties. It would hurt the 
Canadian farmers less while helping our own farmers more. 

7. The plan finances itself at no more cost to the consumer 
than the equalization-fee plans; but at somewhat more cost to 
the consumer than the export-debenture plan, if the consumer 
under the latter plan did not have to pay other sorts of taxes 
to compensate for the drain upon the revenue of the government. 

8. Applied to wheat and cotton, it would be more difficult 
to administer than the equalization-fee plan only as to the mak- 
ing of the allotments; and probably easier than the fee plan 
in some other respects. It would be much more difficult to 
administer than the export-debenture plan. 

9. The principal argument against it, aside from the general 
argument of raising the cost of living, is the difficulty of admin- 
istration and revision of the allotments, and the invasion of the 
private business of the processors; and a certain amount of 
non-enforcement. The substitution of somewhat arbitrary con- 
trol for more or less free determination of production may also 
appear as an objection. 

10. The fact that it can probably be applied to only two 
major products at this time at least will be counted an objection 
to it. The Corn Belt farmer will want to know how he will 
benefit from it. One answer is that the tariff system reaches 
some of the products, that this covers two or more of them, two 
very important ones, and that some way will presently be found 
to provide for the rest. 

11. A related objection will develop when some of the farm- 
ers not now growing wheat will want to grow it and will ask 
for an allotment. They will consider that giving an allotment 
to a neighbor just because he was growing some wheat at the 
time is not equitable treatment. 
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DIFFICULTIES AND ALTERNATIVES 


The most serious of the difficulties confronting the trans- 
ferable-rights plan is that of revising the allotments without 
stimulating acreage increase. It is claimed that if the grower 
in the old producing areas knows that his allotment is going to 
be revised in 5 years on the basis of his production record, he 
will be sure to maintain at least his present production; and that 
in sections where economic conditions make even production for 
export profitable, there will be an expansion; and that the 
combined effect will be an expansion of production. There will 
even be shifts stimulated by the desire to share in later allot- 
ments. Probably more farmers will presently be found grow- 
ing wheat and eventually sharing in the allotments. Farmers in 
Kansas and Nebraska will grow more wheat and less corn. 

With fixed allotments, growers in old areas where population 
is declining would feel safe in cutting their production, and 
the declines in such regions would offset the gains in the newly 
developing areas; and the net effect would be constant produc- 
tion. With fixed allotments, growers would also feel free to 
hold over portions of their crops till next year. The allotment 
problem would also be simplified in many ways. No records 
of receipts and production would be needed and, hence, there 
would be no such records to falsify. 

The reasons for providing for revision of allotments in the 
statement of the plan are as follows: 

1. It will be impossible to make an equitable allotment at 
the start, and 3 to 5 years of experience and records will pro- 
vide the basis for correcting mistakes made in the original 
assignments. 

2. There would be an increasing number of cases of farms 
receiving wheat allotments, but producing no wheat; and these 
would come to be looked upon as bonuses or subsidies to indi- 
vidual farms. The psychological effects of this would not be 
desirable. , 

3. Shifts in production within the established farming areas 
are constantly going on, and they should not be checked. There 
is too much lag in readjustments as it is. 

4. Land now out of cultivation temporarily, as a result of 
foreclosure proceedings and the like, would be penalized. 
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5. Lastly, and most important of all, it is doubtful if the 
plan would work as intended if revision of allotments was not 
provided. The present growers would simply accept their allot- 
ments as bonuses and go ahead producing as at present, except 
as the bonuses might improve their financial status. Some sort 
of tie-up between future production and future allotments is 
needed if the essential idea of the plan is to be realized, namely, 
a price plus the tariff on the domestic consumption and without 
the tariff on the export part of the crop. Make the allotments 
fixed on the basis of past records and this essential relationship 
ceases to exist so far as any future production is concerned. 

If the allotments are revised, another objection to the plan 
is largely met, namely, that of injustice between different pro- 
ducers. If wheat is substituted for corn, then corn prices will 
rise and corn growers will share in the benefits along with the 
wheat growers. But wheat production will have expanded, 
which is not what the plan intends. 

Obviously, the plan presents a dilemma on this point: change 
allotments and production will increase; fix the allotments, and 
a simple bonus on past production results. The latter might 
be justified as a bit of legislation to right the evils of the war 
and postwar period. But what is wanted is a mechanism that 
like the protective tariff can serve agriculture indefinitely. 

Possibly a compromise can be discovered. One proposal is 
that only minor revisions to correct mistakes be made within 
the next three or five years, and following that, revisions only of 
the township quotas on the basis of evidence as to shifting 
economy of production as worked out by the Division of Farm 
Management in the Bureau of Agricultural Economies. Indi- 
vidual farm allotments would be increased and decreased by 
uniform percentages within each township. Certainly, this com- 
promise arrangement would be safer at the outset than the one 
included in the description of the plan. If some township 
quotas were enlarged, others would have to be reduced. The 
result would be an influence to reduce acreage in some sections 
which would offset the increases in others. 

Others have urged that allotments be based on the potential 
production of the farm rather than on the actual acreage. This 
would mean that farms in the Southern Minnesota counties 
which never grow wheat would get the same allotment as those 
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which do. The basis of this proposal is that relief should be 
distributed to all farmers in the area, not just to those who 
happen to be growing wheat. This arrangement would decrease 
the average allotment per farm. The argument probably has 
merit enough to warrant basing allotments on potential acreage 
to a limited extent. 

One of the agricultural leaders of the country believes that 
the plan could be worked with corn and hogs and beef cattle 
more successfully than above indicated. He says that only 
licensed persons should be allowed to sell meat anyway, and if 
they were all licensed, it should be possible for them to keep 
records of purchases. 

Most have agreed that the plan handles the problem of dif- 
ferent grades and types of wheat satisfactorily, that the millers 
could get the kinds of wheat they want, and the growers would 
get their allotments on a proper basis. 

Some have stressed the point that the individual farmers 
will not be satisfied with their allotments; that it will be impos- 
sible to make them equitably on the basis of any existing or 
obtainable information. No doubt many complaints on this score 
will arise. But it seems reasonable to assume that growers 
would soon become reconciled to their allotments; or would fur- 
nish the commission with dependable data that would justify 
their claims. We submit to great inequities in tax burdens 
without seeing just where we are getting values in return. In 
this ease, the values in return would be almost as tangible as 
hard cash. 


THE SPILLMAN PLAN 


The special feature of the Spillman plan is requiring the 
loeal buyer of the product to buy ‘‘debentures’’ at the full 
tariff rate from a ‘‘commission’’ through a local agent, usu- 
ally a bank, for all the products, bought, and having the com- 
mission pay an export bounty of the same amount on all of the 
products not covered by allotments. The growers would receive 
bonuses at the end of the year equal to the tariff rate on these 
allotments, less the cost of administration. The products would 
move in the channels of trade at the regular prices. No provi- 
sion is included for transferring the allotments, and the whole 
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plan is set up in such a way as to make shifts in production 
difficult. The paying of an actual export bounty would furnish 
an exact basis for tariff reprisals if important countries wished 
to make them. Supervising all the elevators and other small 
buying agencies out in the rural districts and compelling them 
to buy debentures would be much more difficult and expensive 
than supervising the processing plants. There would be the 
same inducement to concealment as under the transferable-rights 
plan. Both the production credit and the insurance aspects of 
the latter plan would be lacking. Paying the growers their 
high price in the form of a bonus check also has some obvious 
psychological and other objections. 

Under the Spillman plan, the debentures, export bounties, 
and returns to growers could be for any amount less than the 
tariff duty, whereas under the plan outlined above, only the 
full tariff duty can apply. If lower bounties were named, then 
the stimulus to importation of high-quality and nearby wheat 
would be partly removed, which would be deemed an advantage 
by some. 

Dr. Spillman believes that by requiring receipts for every 
transaction, and bills of sale, that the plan could be made to 
include feed wheat and feed crops generally, as well as live- 
stock and livestock products. To the author, this looks lke 
carrying supervision of private affairs, to prevent cheating the 
government, to a preposterous degree. 

The first version of the Spillman plan published would have 
required the local buyer to pay the grower the amount of the 
tariff duty on all the products he could show allotment rights 
for, and to pay the ‘‘commission’’ the same amount on the rest, 
this latter to be used to pay an export bounty at the same 
rate. This would produce two markets at the country buying 
point, one at the tariff-plus level for allotment product, and 
the other at the export-price level. From this point on, all the 
the products would move at the tariff-plus level. Feed wheat 
would cost the feeder the tariff-plus price, unless farmers ar- 
ranged to sell to each other and escape the buying of the 
debentures. There would be the same difficulties of administra- 
tion. Exports would occur as under the transferable-rights 
plan. The administration would be financed by keeping the 
allotments a little low and retaining some of the export-bounty 
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fund. The grower would get his bonus in the form of an 
extra price at delivery of his product, which obviously is a 
better arrangement for this than that in the later Spillman 
plan. 


USE OF ALLOTMENT IDEA BY MILK PRODUCERS’ ASSOCIATIONS 


In 1923, the Maryland State Milk Producers’ Association 
adopted a plan similar in many respects to the allotment plan 
deseribed above; and several other milk producers’ associations 
use plans that contain the allotment idea in principle. The 
Maryland organization has divided its milk supply into two 
parts, which it calls ‘‘basic’’ and ‘‘surplus.’’ Basie milk is the 
quantity sold to consumers as fluid milk, and surplus milk com- 
prises all the receipts above the basic quantity. The basic milk 
is sold at a higher price than the surplus milk because it sup- 
plies the whole milk demand, and the surplus milk is sold at 
what it will bring in dairy-product uses. 

Allotments of basic milk were issued to individual producers 
equal to their average monthly production in October, Novem- 
ber, and December from 1921 to 1923. Total receipts of milk 
during these months had practically equaled the consumption 
of fluid milk. These allotments were to remain practically con- 
stant from year to year. New producers were to be given an 
allotment only as the demands of the market warranted, and 
by vote of the association. New producers could be allotted 
10, 20, 40, 60 per cent or more of their production as basie 
milk. If a member sold his herd, the allotment was to go to 
the new owner. If a producer’s output of milk was less than 
his allotment, he received the basie price only for the amount 
produced. It would seem that under such a plan, high prices 
for basic milk should not affect the total production of milk, 
since any income above the basie allotment would receive only 
surplus price. 

In practice, the plan has not worked thus far as was ex- 
pected. Market demands for fluid milk have been increasing 
rapidly and new producers have been given allotments of basic 
milk very freely. Receipts in 1927 were 20 per cent above 
those in 1924. Prices have been maintained on a slightly higher 
level than in 1924. Obviously, the plan has not thus far re- 
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ceived severe test. It may be thus tested in the next year 
or two. 

While this plan resembles the domestic-allotment plan in its 
general feature and purposes, there are some important differ- 
ences that need to be pointed out. First, the association has 
complete records of individual production for the past three 
years. Second, the producer receives no remuneration for pro- 
duction less than his allotment. Third, there is no protective 
tariff to raise prices in the local market. If prices are raised, 
it will be as a result only of taking advantage of monopoly of 
location and keeping production from expanding. Fourth, no 
forced collections from producers or processors need be made. 
The distributors have voluntarily agreed to pay the higher price 
for the basic milk. Fifth, the seasonal element in milk pro- 
duction is an important part of the problem of the milk pro- 
ducers’ associations. It is as important for them to have enough 
milk to supply the local consumption of fluid milk in the autumn 
as not to have too much milk during the rest of the year. 

The methods of the other milk producers’ associations in 
some cases include allotments based on production in the autumn 
months, with a lower scale of payments on the additional pro- 
duction ; in some eases, a scale of payments according to whether 
production exceeds or falls short of a basic allotment; and in 
other cases, simply a lower rate of payment on whatever milk 
has to be sold as surplus, in which the members share on some 
plan that tries to recognize the rights of the different groups 
of producers according to their location or prior claims in the 
market. 


CHAPTER XI 
OTHER PRICE RAISING PLANS 


Next in logical order come two other plans in which is 
bounty is paid directly on exports and the funds for this are 
raised by a tax on the product. The first of these was proposed 
in the winter of 1926 by C. R. Noyes, at that time President 
of the St. Paul Civie and Commerce Association. He has called 
his plan an ‘‘export-bounty excise-tax’’ plan. The other is the 
Paterson or Australian butter-stabilisation plan, which has been 
in force since January, 1926. 

The essential feature of the Noyes plan was to collect a 
sales tax from the farmers on all wheat, corn, hogs, and eattle 
sold by them and use the income thereof to pay an export bounty 
approximately equal to the tariff duty. The farmers were to 
pay the excise-tax by purchasing tax receipts at the local post 
offices and delivering these with their product to the loeal buyers. 
All transportation agencies would be required to show these 
receipts along with their documents to a representative of the 
Internal Revenue Department stationed in the central markets 
before they could release the product for sale or storage. The 
price in the domestic market would rise the full amount of the 
export bounty, the farmers already having paid the tax. The 
net returns to the farmers would be the same as under the 
equalization-fee plan, except for possible differences in costs of 
operation. The principal advantage claimed by Noyes was that 
having the customs service arrange the exporting by the device 
of paying a bounty on it was a simpler and more direct procedure 
than that set up in the MeNary-Haugen plan. 

Noyes hoped at the time that he worked out this plan that 
he could get it accepted by the leaders in the Republican party 
and thus save it from alienating the support of the farmers in 
the Corn Belt and Wheat Belt. It reached the stage of being 
presented at hearings of agricultural committees of Congress, 
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It probably was in connection with this’ proposal that Vice- 
president Dawes became converted to faith in price raising by 
government action. The arguments against it were that it col- 
lected a tax directly from the grower, which would be difficult 
because there are so many of them, and that the farmer would 
be required to pay his tax before he got his extra price for his 
product, and that in consequence he might not realize that he 
was getting his taxes back and more. Much product would seek 
new irregular marketing channels in order to escape the tax. 
The Australian plan operates like the Noyes plan, except 
that the tax is collected from the creameries and cheese factories 
instead of from the farmers, and the bounty is paid to the 
exporters by the ‘‘stabilisation committee’’ which has charge of 
the administration of the scheme. This procedure is possible 
beeause fully 90 per cent of the butter made in Australia is 
manufactured by cooperatives, and all of the cooperatives have 
combined to put the plan in operation. The plan is essentially 
a cooperative monopoly, but it has been authorized by the gov- 
ernment, and in order to make it work successfully and keep 
out imports from New Zealand, the government has had to 
raise the duty on butter to 12 cents per pound. Only about 
one-fifth of the butter production of Australia is exported. The 
bounty paid at first was 6 cents per pound on butter and 8 
cents on cheese. On Jan. 1, 1929, it was raised 9 cents per 
pound on butter. The tax collected during the first year was 
3 cents per pound on butter, but 1 cent of this was afterward 
returned. It raised the price of butter in Australia by the full 
amount of the export bounty. From 1921 to 1925, Australian 
butter averaged 2.6 cents more per pound in England than at 
Sydney, Australia. If 1923, a year of low production and small 
exports is omitted, the average is 4.6 cents more in England 
than in Australia. Table 33 gives these data by individual 
years. From 1926 to 1928, the price of butter was 3.7 cents 
per pound higher in Sydney than in England. The change 
appeared at once after the plan went into operation, amounting 
to 5.4 cents per pound from December, 1925, to January, 1926 
(monthly averages) and to 1.1 cents more by February, 1926. 
The plan was made optional with the creameries; but obvi- 
ously nearly all of them had to adopt it, since those which did 
would be taxing themselves for the benefit of the rest. The 
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450 out of 588 plants handling dairy products which signed 
contracts represented 90 per cent of the output of manufactured 
dairy products in Australia. A regular sign-up campaign was 
conducted, with contracts running for 1 year. Some of the 
ereameries were opposed, but in such cases an appeal was made 
directly to the dairymen delivering milk to these creameries. 
In many cases the dairymen threatened to stop deliveries if the 
creamery did not subscribe to the plan. Contracts have been 


TaBLE 33.—Prices or Burrer In AUSTRALIA COMPARED WITH PRICES OF 
AUSTRALIAN AND OTHER BUTTER IN ENGLAND, BEFORE AND AFTER PATER- 
son Puan WENT INTO EFFEcT * 


(In Cents per Pound) 


Prices Prices in England 


Australian 
butter in 
Sydney Australian |New Zealand} Danish 


Before 1921 43.0 50.9 48.7 56.0 
1922 38.7 39.7 41.6 44.2 
1923 46.0 40.1 41.6 42.8 
1924 36.3 41.2 43.4 47.0 
1925 35.1 39.9 41.6 46.6 
After 1926 40.1 36.7 37.5 40.1 
1927 41.8 36.9 37.3 39.9 
1928 39.9 37.1 38.9 41.8 


* Annual average of monthly averages, compiled by Division of Statistical and Historical 
Research, Department of Agriculture. 


renewed enthusiastically each year since. The only other dif- 
ficulty met as yet was the imports of butter from New Zealand 
during the first year. At that time the tariff on New Zealand 
butter was only 3 cents a pound, the same as the export bounty. 
The English market was poor during part of the year and 
Australia proved to be a better market than England. The 
tariff duty was then raised to 12 cents a pound on all butter 
imports. The plan has not been in operation long enough to 
observe its effect upon volume of production. The year 1926 
was affected by severe droughts, which reduced the Australian 


supply. 
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EXPORT MONOPOLIES 


A number of attempts have recently been made to raise the 
price of some one farm product of which the country has a 
near monopoly by controlling the export of it. The general 
plan followed has been to collect a tax on the product delivered 
for export and use the income to finance a program of storage 
and feeding the market. The Brazilian coffee-valorization 
scheme is well known. We ean learn more by studying the 
efforts with sisal in Yucatan. This industry has experienced 
great vicissitudes in the past 20 years. The New York price 
has fluctuated from 4 cents per pound in January, 19138, to 19 
cents in January, 1918, to less than 5 cents a pound in October, 
1921, to 8 cents and above in 1924. Prices to growers were as 
low as 2 cents a pound for a period in 1921. The prewar 
average price was between 5 and 6 cents a pound. There are 
three reasons for this recent instability in the sisal industry. 
The first is that sisal growing, like coffee growing, sugar grow- 
ing, and rubber growing, lends itself to capitalistic organization 
for the quick exploitation of virgin resources, resulting in fre- 
quent periods of overdevelopment and low prices. In the second 
place, the war prices of 1918 and 1919 caused overexpansion 
and large surplus stocks in 1920 and following. The accompa- 
nying low prices discouraged new planting and caused a large 
acreage of old plantations to be neglected. A sisal plantation 
that is neglected degenerates very rapidly, and can be only 
partly revived. Hence, prices are likely to be relatively high 
for some time afterwards. In the third place, the various 
attempts at government and monopoly control have accentuated 
some of the foregoing effects—just how much being a question 
that cannot be answered. 

The sisal control program began in 1912 when the Yucatan 
legislature promulgated a decree creating a ‘‘commission for 
the regulation of the sisal market,’’ whose objects were to free 
the growers from the control of the foreign capitalists who, by 
cooperating closely with the Diaz régime, had managed to get 
the growers heavily in debt to them; to set up marketing ma- 
chinery of their own to handle the crop and feed it to the 
market only as fast as it was needed, to find new markets and 
new industrial uses; and thus to raise the prices and maintain 
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them on a basis profitable to producers. This commission was 
to be financed by loans and by a tax per kilo of sisal which 
all growers were to pay. This commission never really got 
going. The tax did not provide funds rapidly enough to buy 
up the large surpluses of these years. It continued in exist- 
ence, however, and in 1915, General Alvarado, sent to Yucatan 
as provineial governor by Carranza, revised the act and put 
the plan upon a more secure basis. The government entered 
into a contract with each grower in which the grower agreed 
to deliver his sisal to the commission for sale, and the commis- 
sion in turn agreed to deliver to each grower a bond secured by 
the assets of the commission representing the amount of tax 
deducted to support the commission. In this way, the capital 
was built up to $50,000,000. The American buyers were thus 
forced to buy from the commission. 

This plan came under review of the United States courts 
in 1918. Judge Hough dismissed the case on the grounds that 
the growers themselves had entered into no voluntary conspi- 
racy, that the commission represented an arbitrary act of 
Carranza, and furthermore that the high prices prevailing were 
due to war conditions. The plan was looked upon as highly 
socialistic in the United States, as in keeping with the general 
political philosophy of the Carranza régime.. General Alva- 
rado’s proclamation declared that the cultivation and exploita- 
tion of sisal were matters of public interest and subject there- 
fore to supervision and regulation. 

Only a year later, in 1919, the commission was liquidated. 
Financial irregularities and public grafting seem to have figured 
in it. Following this, the industry became very badly disor- 
ganized. Production fell from 935,000 tons in 1920 to 461,000 
in 1922. Plantations were very much neglected. Accordingly, 
in 1922, a new commission was set up, called an ‘‘Export Com- 
mission.’’ This too, was quasi-governmental in form. It was 
supported by export taxes of 314 cents per pound on sisal, which 
tax, however, was not collected on sisal sold to the Export 
Commission. This of course had the effect of bringing all the 
sisal to the commission. This commission at one time held 
stocks of over 500,000 bales of sisal, over one-half of a year’s 
consumption. Another interesting feature of the plan was the 
provision requiring growers to curtail production from 15 to 
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50 per cent according to the amount of their output, until the 
existing stocks of sisal in the United States had been used up. 

This plan has come under review by the United States. 
The attack was upon the ‘‘Sisal Sales Corporation,’’ the sales 
agency of the Export Commission in the United States. The 
Federal Trade Commission seems at first to have declared its 
practices fair and legal, and likewise the trial court. But the 
United States Supreme Court declared the corporation had en- 
tered into ‘‘a contract, combination, and conspiracy intended 
to restrain trade’’ in sisal and to increase its market price 
within the United States. The common belief was that its prac- 
tices were monopolistic. It seems to be agreed that the export 
commission did raise the price to over 6 cents a pound when 
it took the unsold stocks of sisal off the market in 1922. On 
the other hand, it assisted greatly in the work of restoring 
plantations and increasing production, and thus preventing a 
runaway market. Imports into the United States in 1925 were 
nearly as large as in 1918 and 1919. 

Mr. Culbertson, formerly of the Tariff Commission, seems 
to think that the price in 1924 was 1 or 2 cents higher than 
it would have been without the commission, but that it was 
kept from going any higher because Manilla hemp would have 
taken its place rapidly at any higher price. Production of sisal 
itself could also be developed on a large scale in several tropical 
regions. 

The special features of the sisal control were as follows: 

a. The motive for the control, namely, protection of the 
growers against victimizing by a foreign buyer’s monopoly. 

b. The use of the export tax as a means of supporting the con- 
trolling body. It must be remembered in this connection that 
the Yucatan government had already used export taxes as a 
method of obtaining revenue from the sisal growers. Such 
taxes have the effect of restricting production. 

c. The positive effort to curtail production by regulation in 
1922. 

d. The governmental participation in a control which to 
some extent was monopolistic. 

e. Openness to legal attack by a foreign government because 
of the sales organization set up in that country. 

In general, the plan more nearly resembles the Brazilian 
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coffee-valorization plan than any other. There were the same 
taxes on exports to finance storage, the same attempts to con- 
trol production, and the same governmental participation. 

The Stevenson rubber plan had a short life, its end being 
hastened by the rapid expansion of rubber growing in the Dutch 
East Indies and other outside areas. The attempts at sugar 
control, directed mostly at reducing production, have encoun- 
tered outside competition in even more pronounced form. 


DOMESTIC PROGRAMS 


Two recent examples must be mentioned of attempts in 
other industries in the United States to limit production and 
raise prices, following a period of large production and low 
prices. These are in petroleum and copper. Contemporane- 
ously with the setting up of the ‘‘institutes’’ in each of these 
fields, there has been a notable advance in prices. Many in 
these industries ascribe these advances largely to the work of 
the institutes. No doubt most of the advance is due to other 
causes; but that the control programs have contributed some 
part is highly probable. The most that such organizations can 
expect to accomplish in ordinary times is more stable production 
and prices and.a slightly higher average level. 


CHAPTER XII 
IS PRICE RAISING FEASIBLE? 


Our final task with respect to the foregoing plans is to pass 
upon their individual and composite feacibility and desirability. 
A summary comparison of the various features of these plans 
will greatly assist to this end. 

Under the transferable-rights plan, the grower will receive 
his extra price at the beginning of the planting season so that 
it may serve as a partial advance of production costs. Under 
the equalization fee, export debenture and Noyes and Paterson 
plans, the farmer will get his extra price when he delivers his 
product; under the Spillman plan, as a bonus at the end of 
the year. The first plan is clearly superior to the others as to 
this feature. The advance of production credit which it makes 
possible is highly important. There are pronounced psychologi- 
eal and other objections to the payment of a bonus at the end 
of a year. 

Under the equalization-fee plan, the Australian and the 
Noyes plans and the Spillman plan, it is necessary to estimate 
the amount of the probable exports in advance of the crop or 
production year in order to collect the necessary fees or taxes 
to pay it. This makes it necessary either to collect large fees 
in order to be safe, and return the excess at the end of the 
year, or to build up a reserve. This is not a serious problem. 

Under the equalization-fee and transferable-rights plans, the 
producers must necessarily receive as extra price the amount of 
the import duty, less the deficiencies in price on the export part 
of production. Under the other plans it is the export bounty 
less the deficiencies on the export part of the production which 
determines the level of prices which the producers receive, and 
the export bounty can be for an amount less than the tariff 
duty. The first two plans are, therefore, more clearly designed 
simply to ‘‘make the tariff effective,’’ using this expression in 
the somewhat special sense above defined. With all the plans 
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except the export-debenture plan, the increase in price to the 
domestic consumers will be the extra price which the producers 
receive plus the tax or fee which goes to pay the export bounty. 
The export-debenture plan draws upon the federal revenue from 
other imports to pay the export bounty. All of these plans 
except the export-debenture and transferable-rights plans are 
able to finance themselves simply by adding the expenses of 
operation to the fee. The latter plan will provide its expenses 
of operation out of the sale of allotment rights. 

Although for the same amount of increase in price to pro- 
ducers, the export-debenture plan will not raise the price of the 
product to consumers as far as will the other plans, the federal 
government will have to make up the loss in revenues resulting 
from it by some form of taxation, probably either income taxes 
or higher import duties. In its present state of mind, Congress 
might choose the latter procedure, which would leave the con- 
sumers worse than under the equalization fee and related plans, 
since import duties almost always cost the consumers much 
more than the revenues which the government collects. This is 
especially true of very high import duties such as these would 
have to be. If the lost revenue could be recovered from federal 
income taxes, the rank and file of the consumers would be better 
off with the debenture plan than with the other plans. 

All of these plans except the export-debenture plan require 
making collections on the product somewhere in the channels of 
trade, which is a pronounced disadvantage. 

The Noyes, Australian, and equalization-fee plans require 
collecting only the amount of the fee or tax, whereas the Spill- 
man and transferable-rights plans require collecting the full 
amount of the increase in price, the former on all produce deliv- 
ered, the latter on that part of it which .goes into domestic 
consumption. The larger the amount collected, the more incen- 
tive to evasion. 

The Noyes plan proposes to collect from the growers them- 
selves; the Spillman plan from the local buyers; and the equali- 
zation-fee and transferable-rights plans from the processors and 
exporters. The Australian plan collects from the growers’ 
cooperative processing companies. Collecting from processors 
and exporters is undoubtedly better than from farmers and 
loeal buyers. 


IS PRICE RAISING FEASIBLE? dll 


Under the transferable-rights plan, produce will be moving 
through the channels of trade at two price levels, one domestic 
and the other export. This is ordinarily considered a disad- 
vantage, but it would seem that the distinction between these 
two classes of product, one having rights attached and the other 
not, would prevent any confusion and tendency for the price 
levels to merge. Under the export-debenture plan, the produce 
will move at one price, which will be the normal export price 
plus the amount of the export bounty. This would also be true 
of the Noyes and the Australian plans. With an equalization 
fee plan in operation, and the fee collected on the processing, 
the raw product would move in the channels of trade at a price 
including the tariff duty less the equalization fee. The manu- 
factured product would include also the amount of the fee. 

The transferable-rights plan has the advantage in the respect 
that other farmers will be able to obtain the product for feed 
and seed and other farm and family uses at an export level of 
prices. One of the charges in the veto messages against the 
equalization-fee plan was that it would penalize the farmers in 
deficit feed areas, particularly the dairy and poultry farmers 
in the East. 

Taken by itself without any appendages, the export-deben- 
ture plan would stimulate production the most. There seems 
to be little doubt that it would stimulate production. The 
export bounties could only be applied to crops of which there 
is an export surplus, and these would surely expand at the 
expense of the others. The data of the Department of Agri- 
culture indicate at least a 14 per cent increase in agricultural 
production since 1921. Our agriculture and world agriculture 
seem at present to be in the midst of another period of growth. 
The bounties provided in the Ketcham bill would result in more 
intensive culture and heavier feeding of livestock on a great 
many of our farms, and in taking new land into farms or restor- 
ing a certain amount of abandoned land to farm use. Although 
the checks set up in the Ketcham bill are not adequate, it is 
possible to set up such checks under the export-debenture plan. 
Tf the export bounties were cut in half if the acreage of crop 
or production of livestock expanded 5 per cent in 5 years, the 
bounties would cease to operate as much of a stimulus. 

The equalization-fee plan and the Noyes and the Australian 
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plans would have appreciably less effect on volume of produc- 
tion because equalization fees or taxes would rise somewhat as 
exports grew. Increasing our wheat production from 800,000,- 
000 to 1,000,000,000 bushels would increase the equalization fee 
by 5.6 cents per bushel; but it would still leave a bounty of 
20.6 cents per bushel. The decline in world prices would reduce 
the 20.6 cents to a net gain of only 8.6 cents. 

The provision in the last edition of the MeNary-Haugen bill 
for checking expansion may be adequate under wise administra- 
tion; but it has not usually been so considered. Neither the 
Noyes nor the Australian plan contain any provision for con- 
trolling the expansion of production other than that of the 
increase in the fee or tax that would result; but no doubt such 
a feature could be added to them. 

The two domestic-allotment plans would undoubtedly stimulate 
the least expansion of production. This is the principal object 
of the system of individual allotments. Professor Stewart’s 
objection to Dr. Spillman’s plan does not apply to the other do- 
mestic-allotment plan, since under it the farmer is free to sell his 
allotment rights and get his full share of the domestic premium 
whether he has a short crop or not. On the other hand, it is 
probable that the advancing of some of the production costs 
made possible under this plan might induce the growers to buy 
more fertilizer and seed and hire more labor and thus expand 
production. It might also get the growers into the habit of 
considering their allotment of the product as properly standing 
all of the fixed costs and balancing only the variable costs 
against the production for export, just as manufacturers in this 
country do under the protective-tariff system. But expansion 
of production which takes place on this latter basis is not par- 
ticularly objectionable from the standpoint of either individual 
or national economy. If revisions of allotments were made 
freely, the check on production would partly disappear. 

The lack of flexibility in the Spillman plan is usually con- 
sidered a very serious criticism of it. With agriculture in a 
constant state of flux as in the United States, as a result of the 
increasing use of machinery, substitution of gas power for 
horses, changing foreign competition, changing domestic con- 
sumption, and the like, any plan which ties the producers to 
the same products as now is to be condemned. The other 
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domestic-allotment plan is partly saved from this criticism by 
its arrangement for. revision of allotment rights. 

Obviously, any one of these plans involves introducing an 
artificial element into the distribution of production. This will 
be especially true if the premiums apply to only a few of the 
products. If there is a complete schedule, as proposed in the 
Ketcham bill, it is still not possible to get the various rates 
into a relation to each other which reflects relative economy of 
production; but this argument is also valid against a schedule 
of import duties. 

If all of these plans were set up so as to make the export 
bounty equal to the import duty, they would work alike in the 
respect that the geographical structure of prices that would 
result would be the same as under a condition of free trade 
in the product, except at a higher level. The same would be 
essentially true of the price structure with respect to grades and 
types of product. Free exchange with foreign countries would 
set in so far as advantages of location and differences in quality 
and type of product are concerned. In general, the higher 
qualities of goods would tend to be imported and the poorer 
grades to be exported. The organization of trade which the 
German import-certificate plan is intended to produce would 
develop in this country. There would be somewhat more foreign 
trade—both more imports and more exports. All of this has 
distinctive advantages from the standpoint of national economy. 
It saves considerable unnecessary hauling of commodities long 
distances behind tariff barriers and also permits processors to 
obtain the grades and qualities of raw material which they need 
at less expense and with less difficulty. 

But at the same time, although local prices will be higher 
at all points than before, they will not be as much higher in 
those areas where product is moving in from abroad to satisfy 
the needs of the local processors. The spread between high and 
low grades of product might be narrowed somewhat. No doubt 
there would at once develop a demand in the areas affected for 
exclusion of imports, and it might prove difficult to stem the 
tide of sentiment which arose. If the demand became so insistent 
that it had to be met, the transferable-rights plan could not be 
adjusted to meet it so far as advantages of location are con- 
eerned. So far as differences in types of product are concerned, 
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setting up a schedule of tariff rates for the product, with rates 
varying according to the quality of the product, would be effect- 
ive if it could be made to work. In the last McNary-Haugen 
bill all such importations were shut off by requiring that an 
equalization fee be collected on the imported product as well 
as on the domestic. Such imports are largely prevented under 
any export-bounty plan in which the bounty rate is a con- 
siderable distance under the tariff duty. If imports were to 
set in, all that would be needed to check them would be to raise 
the tariff rates until it was as far above the domestic price 
level as before.” This is what the Australians found it necessary 
to do. 

So far as the effect on manufacturing is concerned, all of 
these plans permit the manufacturer to obtain his supply of 
raw materials on virtually the same basis as now. Unless the 
barriers mentioned at the end of the last paragraph were estab- 
lished, they would be better off in this respect than at present. 
The transferable-rights plan with its separation of a product 
into domestic and foreign supplies would prove a hindrance 
except for the transferability of rights. The manufacturer for 
export would, in effect, receive an export bounty on his product. 
The utilization ratios would prove something of a nuisance, 
sometimes resulting in slight profits and sometimes in slight 
losses; but in general would prove a small source of profit if 
past experience with them is to be judged. 

But in other important particulars, manufacturing would be 
at a disadvantage. First of all, the cost of living of factory 
workers would rise and their real wages decline. This would 
put the manufacturers at a disadvantage in foreign competition. 
In the second place, the higher prices at which their products 
would sell would curtail the consumption of them somewhat. 
While these effects are serious from the standpoint of the manu- 
facturer, they are not necessarily wrong from the standpoint of 
national economy. If prices of farm products were where they 
should be today, with their purchasing power around 105 instead 
of 90, the manufacturers would be in exactly the position which 
the farm leaders contemplate establishing as a result of these 
price-raising plans. Any change in domestic conditions which 
puts agriculture in its proper position relative to industry will 
unavoidably have such an effect as the above on manufacturing. 
If agriculture is to stop falling behind industry in this country 
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at its present amazing rate, only some change which checks 
manufacturing in the foregoing manner ean bring it to pass. 

All the plans specifying a definite bounty rate are especially 
objectionable, since they furnish an easy basis upon which a 
foreign country may raise its import duties against the United 
States. Our own government recently furnished an excellent 
example of how to do this in the case of Australian butter. 
The equalization-fee plan is little if any better in this respect. 
It would be easy for a foreign government to find out the amount 
of the deficits for which exporters received reimbursement. The 
Spillman plan designates a specific bounty. rate, but in turn sets 
up a check on the expansion of production and would be more 
acceptable to foreign countries for this reason. The transferable- 
rights plan would be the most acceptable of all on this score, 
because it not only furnishes very little stimulus to expand pro- 
duction, but also names no specific bounty rate. All the plans 
which work something like the German import-certificate system 
would be more acceptable to foreign countries. 

The export-debenture plan would require the least additional 
machinery of administration, and the allotment plans the most. 
All of them set up some kind oc a central board or commission, 
but with some of the plans this agency would have little to do 
so far as the price-raising activities alone are concerned. All 
but the equalization-fee plan assign a considerable volume of 
additional work to the Treasury Department. 

Evasion is a problem in all of the plans which involve col- 
lecting a fee or tax; or an addition to the price, as in the case 
of the two domestic-allotment plans. This evasion might take 
either of two forms: one, collusion to avoid payment of taxes, 
such as might occur between a grower or a local buyer under 
the Spillman plan, or between a processor and a dealer under 
the transferable-rights or equalization-fee plans; and second, 
a certain amount of unreported local processing, such as might 
oeeur with pork and lard, especially. Any flour or pork sold 
beyond the reach of the revenue officials would escape paying 
an amount equal to the fee in the case of the McNary-Haugen 
plan, or an amount equal to the duty under the domestic-allot- 
ment plans. This difficulty seems so serious in the case of pork 
and lard that few would advocate its application to them at 
present. 

All of the plans are somewhat bureaucratic. But the export- 
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debenture plan, without its appendages in the Ketcham bill, is 
no more bureaucratic than the Customs service. As for the 
others, bureaucracy is their greatest handicap. But it is by no 
means a fatal handicap. Otherwise we should have to abolish 
most of the bureaus and commissions in Washington, starting 
in with the Interstate Commerce Commission, the Federal Trade 
Commission, the Federal Reserve Board, ete. 

None of these plans is price fixing. They are all plans for 
raising the price of the product in the domestic market above 
the world level, exactly in the manner of tariff duties. They 
are all plans in the same general class as the import duty plan 
so widely employed today. There is no argument which is valid 
against them on the score of price manipulation which is not 
valid against the import duty system. 

So far as ease of operation at home is concerned, the export 
debenture plan is superior to all the others, except the import 
duty plan which we know so well. But its probable reception 
by foreign nations is a very serious obstacle to it; and likewise 
its financing itself by drawing on the public revenues. If the 
first of these could be met by vigorous checks on expansion of 
production, as seems highly probable, and the second by increas- 
ing the federal income tax receipts a little, to which course of 
action only political objections can be raised, it would be the 
best plan to adopt. But either one or both of these objections 
might prove fatal to its adoption by Congress. 

Except on the seore of ease of operation, the domestic-allot- 
ment plan with transferable rights seems to the author to have 
more points in its favor than any of the other plans—its provi- 
sion for checking expansion of production, its not placing any 
bounty on exports, its advancing of production credit, its pro- 
viding a measure of insurance, its not raising prices to other 
domestic users of the product for feed and seed, its making 
collections from processors and not from farmers and _ local 
buyers and transportation agencies—all are strongly in its favor. 
Its permitting a limited amount of exchange with foreign coun- 
tries involving advantages of location and difference in quality, 
should also be considered an advantage. Against it is first of 
all the major difficulty of the individual allotments, and second, 
its requiring the collecting of a large margin—42 cents a bushel 
for wheat—which would be conducive to evasion. This latter 
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would be a very serious difficulty in the case of pork, beef, and 
dairy and poultry products in the United States, if the tariff 
duties were as high as on butter at present. 

Clearly, no one plan is best for all products. For sugar, wool, 
flaxseed, lemons, beef, and possibly dairy products, surely import 
duties are to be preferred. For wheat and cotton and cotton- 
seed oil and several types of canned fruits and vegetables and 
dried fruits, the transferable-rights plan has most to recommend 
it. For corn, pork and lard, poultry products and, possibly, 
dairy products, the export-debenture plan is to be preferred, with 
rigorous checks on expansion of production. These three 
methods of raising prices of farm products fit well together. The 
income receipts from the first list of products can be used to 
pay the bounties on the third list, especially the increase in 
receipts from the first list from the higher duties that are likely 
to be imposed. 

The conclusion of the author is that a program of price- 
raising activities such as the foregoing paragraph outlines is 
workable—and desirable if the country is to remain on as highly 
protective a basis as since 1896. If the country sometimes tires 
of import duties, export bounties, allotment rights, and the like, 
and wishes to revise its policy, then all can be reduced together, 
import duties along with the rest. The process of reduction will 
not need to be so guarded in that case since all lines of production 
will be treated equally. 

If such a program as the above were adopted, the tariff sched- 
ules on farm products would need to be revised somewhat. The 
present duties on farm products mostly assume that they will 
not be effective. These plans would make them effective wholly 
or in part according to which plan was applied. In addition, a 
whole new raw-cotton and cottonseed-oil schedule would have to 
be devised. What is the proper basis for tariff duties to go with 
the transferable rights and export debenture plans? Under 
the former, complete exclusion would not seem necessary or de- 
sirable; and the full amount of the duty would be added to con- 
sumer’s prices. It would therefore seem best to have the rates 
only moderately high. Differences in cost of production could 
not very well be used as a basis for cotton duties for the ordinary 
staples. Anyone who advanced the plea that costs of production 
of ordinary staple cotton were higher in the United States than 
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in the principal competing areas ought to be laughed out of 
Congress—and he might even be so received. The real objective 
is to raise the price of cotton so that cotton growers can live better. 
There would be no possible basis for making the rate except 
frankly to accept this. The rate should be one which would help 
them moderately without taxing the users of cotton goods too 
much, Five cents per pound would seem to be such a rate. 

So far as wheat is concerned, the same situation would prevail 
except that potential imports might figure in the situation a little 
more. A rate under 30 cents a bushel might permit too large 
imports in certain years and weaken the effectiveness of the plan. 
Most people would consider 42 cents a bushel for wheat, added 
to the price of bread, as a little too much. It must be remem- 
bered that even in the prosperous United States, there are a few 
million of people for whom a difference of a 1 or 2 cents on a 
loaf of bread is not to be ignored. 

The export-debenture rates are all added to the producer’s 
price and hence do not need to be as high as the rates under the 
transferable-rights plan in order to get a certain increase in re- 
turns to the producer. There are advantages in having the tariff 
rates as high, or nearly as high, as the debenture rates; but if 
both are made too low, imports may set in and the expenditures 
upon export bounties will increase, and if both were made high 
enough to prevent imports, prices to consumers might be raised 
too much. In most eases, therefore, an import duty somewhat 
higher, perhaps a half higher, than the bounty rate would prob- 
ably work best. As already explained, thought would also need 
to be given to effect on production. Too-high rates would stimu- 
late production too rapidly and produce a bounty-less period of 
lower prices. When the bounty went on again, it might precipi- 
tate another spurt. The proper export debenture and accom- 
pany tariff rates would depend upon the elasticity of supply of 
the production, the resulting imports, and what is a reasonable 
imposition upon the consumers. 

A program such as above outlined would eall for some kind 
of a ‘‘Federal Agricultural Commission.’’ It would seem best 
to outline rather explicitly the program it was to follow, and 
to grant it rather specifie powers—as has been done with the 
Interstate Commerce Commission, the Federal Reserve Board. 
Its relation to the Department of Agriculture should be stated 
very carefully. 


PART IV 


ADJUSTMENT—INDIVIDUAL AND 
COOPERATIVE 


The remedy for the economic ills of agriculture which ‘‘sen- 
sible conservative people’’ have advised is to ‘‘let it alone and 
give it time.’’ The classical name for such a policy is ‘‘laissez 
faire,’’ which is the French translation for ‘‘let alone.’’ The 
great economist, Adam Smith, introduced this theory of progress 
to the English-speaking world. The modern exponents of it 
have told us that any meddling with the slow operation of the 
economic forces working in agriculture is likely to prove to be 
blundering and to leave it worse than before. Others have been 
disposed to call these exponents of the safe and sane mere ‘‘eco- 
nomic fatalists,’’ and have urged varying degrees of positive 
action short of actual attempts at government price raising. 
The mildest form of action proposed has been to supply farm 
people with as complete and accurate information as possible 
as to present and prospective production, consumption, prices, 
and expenses of their various products, as to foreign competition, 
as to population changes, as to relative opportunities in various 
areas both in the city and in the country, and a long list of other 
pertinent subjects, and thus assist them in making needed ad- 
justments, and hasten the operation of economic forces. This 
policy may be ealled ‘‘assisted laissez faire.”’ 

A way of supplementing laissez faire in agriculture is for 
the farmers to organize cooperatively and act as larger units 
in many lines of effort, especially in marketing, rather than 
singly and alone. Some exponents of cooperation have gone so 
far as to look to it to accomplish much of what is proposed by the 
price-raising plans discussed above. Thus witness the later 
MeNary-Haugen bills, the Fess-Tincher and other measures 
presented to recent Congress. 

The extremest proposals, short of actual price raising, are the 
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stabilization corporations, such as proposed by Secretary Jardine 
and several others, the price insurance schemes of the McNary- 
Haugen and Ketcham bills, the contract scheme proposed in the 
Business Men’s Commission report, and the New Zealand Stabil- 
ization plan. 

Part IV undertakes to discuss the three foregoing procedures. 
The actual adjustments needed, such as in production programs, 
marketing, credit, and the like, will be discussed in Part V. In 
this section, the approach is wholly as to the methods and devices 
for facilitating the adjustments. 

It is now clear that the price-raising plans discussed in Part 
III are not really directed at handling the surpluses analyzed 
in Part II. They are instead directed primarily at raising prices 
of farm products relative to those of other commodities. They 
necessarily contribute something to the handling of overplanting 
and season surpluses, but this is an incidental feature of them. 
The methods discussed in this section are directed primarily at 
the surpluses, as such. It is expected that handling these sur- 
pluses properly will have significant effects on prices which 
farmers receive for their products, but one has no right to expect 
from them the pronounced effects sought by the plans just 
analyzed. 

This must not~be taken to indicate that they are of minor 
importance. There are.good reasons for believing that benefits 
derived from them will in the end mean more to the agriculture 
of the United States than the quicker and more artificial results 
of the drastic proposals of the price-raising type. 


CHAPTER XIII 
ASSISTED LAISSEZ FAIRE 


While none of us approves a philosophy of crude economic 
fatalism, we must believe that, in the aggregate, the adjustments 
made by individuals to changes in economic environment are the 
most significant factors in progress. If these individual adjust- 
ments were made promptly enough, and were always in the right 
direction, we could well sit back and let economic forces play out 
their roles. Even if we introduce artificial devices, the individ- 
ual adjustments are still necessary. Oftentimes individuals make 
poorer adjustments to the artificial controls that are set up than 
they do to this sort to which they are accustomed. 

In general, there is altogether too much lag in the individual 
adjustments. The farmers in southern Minnesota should have 
been growing as much corn and keeping as many hogs in 1915 
as they were in 1920. Farmers in the Red River Valley of Min- 
nesota should have grown about as many potatoes in 1910 as 
they did in 1920. By the time they had made these changes, 
economic conditions had changed and it was no longer especially 
profitable to be growing so much corn and potatoes. Many 
farmers also experiment with adjustments which prove to be 
wrong. There is a vast amount of wasteful trying out of new 
crops and cropping systems. Surely, the process of individual 
adjustment can be made much more effective if the growers are 
assisted adequately. The lags can be reduced and wrong moves 
prevented in many cases. Farmers can use such assistance to 
advantage in their cooperative as well as in their individual en- 
deavors. The cooperative organizations of the United States are 
fully as much in need of such assistance as are the individual 
farmers. 

The assistance needed is, principally, accurate information 
as to present conditions and as to trends and probable develop- 
ments; a certain amount of experimenting with new crops or 
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new methods, and research that develops methods of handling 
technical matters, such as the control of the parasites that infest 
southern livestock. Not only must the information be collected, 
but it must be analyzed and then presented to those who need 
to make the adjustments. The nation is rendering a large amount 
of such service at present; but it is abundantly clear that it is 
not rendering enough. The purpose of this chapter is to outline 
the kinds of information and analysis of it which is needed, and 
to show how it ean be obtained. 

The point of view of Secretary Jardine on this subject was 
expressed in an article in the Farm Journal of Aug. 15, 1927: 


Every farmer must be a forecaster. He must act on his opinion of 
the future when he decides to plant more of one crop and less of 
another, to keep more of this or that class of livestock.. He does the 
same when he borrows money to expand his operations, and when he 
buys more land, thinking that it will enable him to make more money 
by farming on a larger scale. 


Objections are frequently raised to the spending of public 
funds to assist farmers in making such forecasts and adjust- 
ments. Why cannot they stand on their own feet as business 
men do and make their own forecasts? Secretary Jardine’s com- 
ment upon this in the same article was as follows: 


Large business concerns have gone a long way in providing them- 
selves with statistical basis for their forecasting; but fundamental dif- 
ferences between agriculture and industry make it impossible for the 
individual farmer to do this for himself. It is a proper function of 
government to provide such facts with their proper interpretation and 
make them available to all to serve as a guide for the future. When 
the government has done its legitimate part in this, there will still be 
plenty of room left for the farmer’s independent judgment. 


The reason that agriculture especially needs to have such 
facts and interpretation provided -it by governments is that its 
business unit is too small to afford the expense of it. Most farm 
products have a world market. It is not possible for one family 
farm to set up organizations for collecting information as to 
production and consumption over the whole earth. To be sure, 
it could be done by the farmers acting cooperatively ; but volun- 
tary organizations powerful enough and resourceful enough to 
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undertake tasks of this kind need decades and, perhaps, cen- 
turies to build. The public interest in having such information 
and interpretation available to the farmers is so great that we 
cannot afford to wait that long for it. 

There is no gainsaying the fact that small business men need 
a continuous-current information service as much as the farmers, 
and that for the most part they have not had it; but it has largely 
been their own fault that they have not. They have not felt the 
need for it sufficiently to campaign for it vigorously. Today, 
the activities of the Department of Commerce, and of the mer- 
chants’ and manufacturers’ organizations that are being estab- 
lished, are supplying this service to the small business men to 
an increasing degree. 


THE INFORMATION NEEDED 


The analysis in Part II makes clear the sort of information 
which is needed for adjustments which relate to orderly produc- 
tion and orderly marketing. Of these two, no doubt orderly 
marketing has thus far received the more attention. But as 
President Coolidge so well remarked in his address at the Inter- 
national Livestock Exposition at Chicago in 1924, ‘‘orderly pro- 
duction is a necessary preliminary to orderly marketing.’’ The 
information which is needed as a basis for orderly production 
relates to acreage and production of crops and number of head 
of livestock and livestock production for each year as it goes 
by; and for a long series of preceding years, in order to observe 
the trends and the ups and downs that have occurred, and single 
out and measure the facts that have produced the trends, and 
the deviations from trends from year to year, as a basis for fore- 
casting developments in the current year and probable trends in 
the near future. Much of this information is also needed for 
the principal foreign countries competing in each product. 
Growers of any product must know the trends in its production 
abroad and the reasons for them. They also need to know about 
the changes and trends in consumption both at home and abroad. 
They must have worked out and measured for them the relations 
between supply and price and consumption and price, and be- 
tween price and subsequent production. They also need data 
relating to prices and trends in supply of important cost goods 
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such as feed, fertilizer, labor, and machinery. If any individual 
farmer is going to apply this information to the situation on his 
own farm, he must be supplied with a considerable amount of 
information not commonly possessed as to the relation between 
the amounts of feed, fertilizer, and other cost goods used and the 
resulting product. He needs similar information as to the way 
in which varying the proportions of different products affects 
farm incomes and expenses in the general territory in which 
he is operating. When new types of machinery come along, such 
as tractors and combines, he needs to be supplied at once with all 
pertinent information as to their costs of operation, their prob- 
able life and output. 

The information needed to help farmers to a more orderly 
marketing relates to the questions of when to sell and in what 
markets. Chapter VI showed that it is easy to lose money by 
holding for a better market. The data wanted are of prices and 
supply in past years and of the current situation. The latter 
must be as timely as possible. The cooperative associations need 
such information even more than do the individual farmers be- 
cause their mistakes are almost fatal to their continuous existence. 


AVAILABLE INFORMATION 


No one is in a better position to speak with authority on the 
quality and extent of the agricultural information, at present 
available, than Dr. Joseph S. Davis of the Food Research Insti- 
tute, an organization which for several years has been making a 
most thoroughgoing attempt to use it. First, let us quote from 
Dr. Davis as to the quality of the men who are endeavoring to 
supply this information: 


First I must express, with emphasis and without flattery, cordial 
appreciation of the valuable work of both the Census Bureau and the 
Department of Agriculture—notably the Bureau of Agricultural Eeo- 
nomics—in the field of agricultural statistics. For furnishing primary 
data of increasing scope in summarized form and in considerable detail, 
for analyses and estimates, for contributions to statistical method, and 
in many other ways, the “consumers” of agricultural statisties, and, 
indeed, statistical workers, in general, owe a great and increasing debt 
to the Federal Government. No other country today, I believe, is so 
well served, and the results are increasingly evident in a surer grap- 
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pling with agricultural problems by the individual farmer and research 
worker, if not yet so obviously in respect to legislation. 

The taking of an interdecennial census of agriculture; the monthly 
reports on cotton ginned and flour milled; quarterly reports on stocks 
of wheat and other cereals, hides and skins, and fats and oils; the 
biennial censuses of manufactures covering the use of agricultural 
products as materials; the new series of census monographs. All these 
represent value to users of agricultural data. The agriculture year- 
books, Crops and Markets, Foreign Crops and Markets, and special 
bulletins and mimeographed materials of the Department of Agriculture 
are full of excellent data of broader scope and better quality than were 
formerly available. Special mention should be made of improvements 
in methods of crop and livestock estimation; compilations of weekly 
visible supplies of cereals; various indexes of farm prices, farm wages, 
farm real-estate values, ete.; estimates of agricultural income; analyses 
of the world situation in various commodities; outlook reports; price 
analysis studies; experiments with multiple correlation, ete. In in- 
creasing measure much of this material is proving of direct value to 
farmers and business men, apart from its bearing on economic and 
political problems. 

T am also impressed by the comparative absence, in these bureaus, 
of a spirit of complacent self-satisfaction. A proverbial tendency in 
governmental statistical work—to say, “We have always done thus and 
so; let well enough alone”’—is certainly not characteristic of these 
organizations today. There is a commendable readiness to admit limi- 
tations, deficiencies, and even errors in statistical data, methods, and 
interpretation, and to weleome—as far as anyone can be said to wel- 
come—criticisms and suggestions. This is as it should be, but it is 
none the less a matter for congratulation. Especially in the Bureau 
of Agricultural Economies there has been developed in recent years a 
group of research workers who command high respect as such, and 
who display a competence and a progressive, scientific spirit which 
reflect great credit on the Department leaders as well as on themselves. 
Their researches have done and are doing much toward bringing eur- 


rent agricultural statistics up to the standards required by all research 
workers. 


As to the data on crop acreage and production, Dr. Davis’ 
comments are as follows: 


Among the many basic census data are those on crop acreage and 
production. Here, if anywhere, the consumer of statistics must rely 
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heavily upon the census. I regret to say that careful investigation 
shakes one’s confidence in these census figures as available over a period 
of 60 years. It is too much to expect even a census enumeration to 
be complete, though we are prone to assume that it is. But there is 
evidence of material variation in incompleteness from state to state 
and from census to census. This gives real cause for concern. 

Some years ago, in plotting annual data on wheat acreage, as re- 
vised by the Department of Agriculture on the basis of census figures, 
I was struck by the fact that changes in trends occurred conspicuously 
at the census years—which I could hardly accept as inherently prob- 
able. Later, Holbrook Working found that census data on wheat 
acreage by states showed inconceivable shifts in levels, implying over- 
statements or understatements in particular censuses. The Depart- 
ment’s published revision of annual estimates of crop acreage in New 
York State ’—intended as a model for similar revisions of similar 
data for all the states—strongly suggests errors in census data for 
which no correction was attempted. The production data, which in 
many cases can be checked by data on disposition, derived in some 
cases from more adequate censuses of manufactures, are much more 
defective than the acreage statistics. If such figures are as defective 
as we suspect, the raw material for historical studies of many kinds, 
including newer types like price analyses and indexes of physical pro- 
duction, cannot safely be used for such purposes, and many such studies 
already made are weak in their very foundations. 


The published data of the agriculture census of 1925 are the 
most disturbing of all. After considering these very fairly, the 
Department of Agriculture decided that to use them as a basis 
for adjusting their estimates for the year 1924 and following 
would introduce a very serious error. The figures which they 
finally published are from 2 to 4 per cent higher than the census 
figures for most crops, and much higher for several of the lesser 
crops; for example, rye, rice, potatoes, sweet potatoes, tobacco. 
The figures for production have been raised even more than the 
acreage figures; for example, 8 per cent in the case of the major 
crop, wheat. Leon Truesdell of the Census Bureau thinks that 
the Department of Agriculture’s figures are overstated and bases 
this belief on possible duplication in the data on railroad ship- 
ments and the like which the Department of Agriculture uses as 
a final check on production. Dr. Davis believes that the Depart- 
ment of Agriculture’s figures are more nearly correct. The im- 


1 Dept. Circ. 373, April, 1926, 


ASSISTED LAISSEZ FAIRE 327 


portant point, however, is that here are two official sources of 
information which do not agree, which raises the question as to 
the value of any forecasts of production based upon them. 

The statistics on production and number of head of livestock, 
and production of meat, lard, butter, and other animal products, 
are even less satisfactory. For the years 1850 to 1900 the census 
figures are as of June 1; for 1910, as of April 15; and for 1920 
and 1925, as of June 1. None of these dates is satisfactory. We 
shall probably never have a reasonably satisfactory agricultural 
census until some date in November or December is adopted 
permanently. But, after all, it is the frequent changing in the 
date that has done the most damage. The changes in the animal 
population that occur between January and April made the 1920 
census statistics on this subject partly useless and introduced 
errors into the estimate of hogs and beef cattle that are not yet 
entirely adjusted. The statistics which the Department of 
Agriculture is now collecting from stockyards and from various 
other sources are each year proving more satisfactory, but they 
need a careful census from time to time to furnish a base for 
them. The 1925 census figures showed an increase of 1144 per 
cent in sheep and lambs and the department’s figures showed a 
decrease of 5 per cent. For hogs, the census data showed a 
decline of 14 per cent, and the department’s figures showed a 
decline of only 7 per cent. The department’s estimates may be 
wide of the mark, but presumably are more nearly correct than 
the census data. The data on annual production of meat and 
other livestock products are least satisfactory of all. Not only is 
the reporting of the production on farms incomplete, but that 
of slaughtering, outside of federally inspected establishments, is 
even more so. This makes it impossible to estimate livestock 
production with any degree of certainty. The reporting of dairy 
and poultry products is no better, and, in some respects, per- 
haps even worse. 

If the Division of Historical and Statistical Research in the 
Bureau of Agricultural Economics was given resources enough, 
it could do a great deal in the way of reconciling the available 
data of past production and eliminating the error from them. 
But it is so loaded with current duties that it rarely has any 
time to work on the revision of the old data. If the Division 
of Crop and Livestock Estimates had additional men and re- 


328 AGRICULTURAL REFORM IN THE UNITED STATES 


sources, it could much further improve its methods for estimat- 
ing. 

All students of agricultural problems and all users of agri- 
cultural statistics agree that the census data should hereafter 
be published by townships as well as by counties and states. Con- 
ditions vary so much within most counties that county averages 
do not furnish a sufficiently detailed basis for any analysis of 
needed adjustments in production and land utilization. 

The data collected by the Division of Crop and Livestock 
Estimates are very inadequate when it comes to the minor crops, 
tree fruits, small fruits, and vegetables. The usual methods for 
collecting data for staple crops produced over a wide area will 
not suffice for these. It has already been pointed out that the 
most serious maladjustments are with the minor crops. 

More important, however, than expansion of the census is 
proper financing of its present program. Again let us quote 
Dr. Davis: 


I cannot escape the conviction that the Census Bureau suffers from 
chronic financial malnutrition. It has not enough funds to do well 
the work demanded of it. It is generally believed that the inadequacies 
in enumeration in the 1925 census of agriculture were due in no small 
measure to the low rate of pay for enumerators. The higher level of 
wages and salaries inevitably involves a higher cost for such work 
except at the expense of its quality. A stingy policy can only result 
in a degree of slackness that detracts from the value of the results in 
a measure quite out of proportion to the quantitative errors or omis- 
sions. I believe also, though I have not tried to prove it, that the 
Census Bureau, even more than many other governmental bureaus, 
suffers from low salary standards especially in the higher positions. 
Much of its work is indeed of routine character, but the direction of 
its work, the formulation of schedules and tabulations, the analysis 
of its raw data, and the maintenance of high standards of collection, 
checking, and editing, are tasks so exacting as to require highly trained 
and experienced persons, and a larger measure of methodological re- 
search. Some of the needed talent is obtained from special experts 
or consultants, .but the Bureau seems to offer too little attraction to get 
and hold such persons in sufficient numbers on its own staff. Para- 
doxically, an economy policy may be very costly. 


Additional funds will make possible the successful handling 
of certain questions which do not give useful returns at present. 
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The enumerators now have to hurry too much in taking the sched- 
ules if they are going to earn a living wage at it. Also the 
enumerators do not receive instruction enough before they begin 
their work. Leon Truesdell, speaking on this subject before 
the American Statistical Association, in December, 1927, advo- 
cated omitting from the schedules all of the questions which have 
not given dependable information. Unless some changes such 
as indicated can be wrought, or can be expected, within the next 
few decades, his suggestion should no doubt be adopted. But 
after all was done along these lines that can be reasonably ex- 
pected, there would remain questions for which the ordinary 
census enumeration would not give satisfactory answers. 

Also considerable information is needed by the Division 
of Crop and Livestock Estimates at more frequent intervals than 
every 5 or 10 years. It is, therefore, being proposed at present 
that the federal census be supplemented by a sample township 
census every year. Some preliminary analysis of data has indi- 
eated that data from 50 to 100 townships properly placed in 
the state of Iowa will give results that check very closely with 
the state averages. Men could be selected for these township 
enumerations who are especially trained for it, and certain kinds 
of information could be obtained which are not possible with an 
ordinary census. They would be more nearly of the nature of 
surveys than the census enumerations. 

The Division of Crop and Livestock Estimates must be looked 
upon increasingly as an organization for collecting current in- 
formation of all kinds and descriptions that relate to agriculture. 
It must collect this information in more detail so that it can 
make statements for smaller areas than whole states. It must 
provide us with data as to local prices of farm products and of 
commodities and services which the farmers buy. It must be so 
set up that it can make emergency reports when the corn crop 
is hit by an early frost, or the wheat crop by rust or winterkill. 
It must be in a position to report accurately all changes in farm 
practices from year to year. We must have much better data 
than at present on the land market and rents. It never will be 
possible to obtain highly accurate data on some of these matters, 
but much that is highly worth while is still within reach if only 
the resources are provided for it. As to crop acreages, there is 
no reason why we should not have them with a relatively high 
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degree of accuracy. A study of past records indicates that the 
estimates of acreage have been more at fault than those of con- 
dition and yield. Methods no more refined than those now used 
to some extent, will give crop acreages with sufficient accuracy. 
All that is needed is more funds to extend the use of these methods. 
A study of reporting and forecasting technique will help greatly 
in the matter of the condition of the crops. Such studies as those 
made by Frederick V. Waugh of the problem of forecasting the 
potato crop promise a great deal. Mr. Waugh has shown that 
farmers in Maine, as well as elsewhere, are altogether too prone 
to judge potato-crop prospects according to the amount of the 
foliage. It turns out upon investigation that heavy foliage has 
more often been associated with low than with high potato yields. 
Rainfall which comes at the season of the year when the potato 
tops are growing frequently shortens the crop. Mr. Waugh 
found that by using rainfall alone, but separating it according 
to the months when it occurs, he was able to forecast the potato 
crop with a much greater degree of accuracy than has been done 
in the past on the basis of potato-growers’ condition reports. 


THE FOREIGN INFORMATION SERVICE 


The United States is just at the beginning of the develop- 
ment of the necessary service for collecting information as to 
foreign production, marketing, and consumption of farm prod- 
ucts. The most important phase of this service is collecting the 
data which indicate trends in production and reasons for it. 
Such information must be collected by men fully versed in agri- 
cultural technique, and should be carefully analyzed by compe- 
tent economie statisticians. Changes and trends in consumption 
must be studied in the same careful way. An effort has been 
made before the last three sessions of Congress to have a foreign 
information service for agriculture properly authorized and 
established, but without success.’ It is time that this be made 
one of the major planks in the program of agricultural reform. 
The farm organizations should outline carefully the kind of a 
service needed; the countries where agricultural men should 
be stationed; the kind of reports that should be obtained; and 
should ask that a bill be presented to Congress with sufficient 
financial support for the program. This is only one of a number 
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of matters of major importance which have received inadequate 
attention because of the emphasis on price-raising measures. 


THE ANALYSIS NEEDED 


Students of agricultural problems differ somewhat as to the 
extent to which public agencies should carry the analysis and 
interpretation of data, some inclining to the view that the func- 
tion of government ceases with the mere collection and publica- 
tion, others that it should also include careful analysis with sug- 
gestions as to the application of results. 

This difference may be illustrated in the case of farm-manage- 
ment data. Shall the farmer be supplied with data as to pres- 
ent and past production and prices and the like and be left to 
figure out what these mean as to probable prices in the present 
year and in the next few years? or shall these data be analyzed 
in such a way as to enable public agencies to point out the 
changes that have occurred and are likely to occur in the future? 
or shall they go still further than this and say to the producers 
of a certain product in a certain area that present and impend- 
ing conditions indicate that the growing of more or less of this 
erop will prove profitable? Shall they be told that, in view of 
impending prices for cotton and fertilizer, they ought to use 25 
per cent more or less of it than last year? 

If all of the farmers were as well informed as are 5 per cent 
of them, probably the first would be sufficient. If all were as 
well informed as are the best one-fourth of them, it probably 
would be best to go only so far as to point out what the signifi- 
eant changes in economic conditions have been and are promising 
to be; letting the individual farmer make the applications to his 
particular problem in any way that he sees fit. Taking farmers 
as they are, it seems advisable to go somewhat farther, and indi- 
eate what the applications should be to a considerable number 
of typical situations so that the individual farmer can select the 
one which seems to fit him best. Unfortunately, not a great deal 
of really practical instruction has ever been given to the farmers 
of the United States as to how to use economic information in 
figuring out reorganizations of their cropping and production 
programs. Many of the early teachers in this field started off on 
the wrong track. J. W. Tapp, of the Bureau of Agricultural 
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Eeonomics, in discussing this subject before the American Sta- 
tistical Association last December, remarked that it is largely 
within the last 5 years that leaders of cooperative organizations, 
and others assisting the farmers with their readjustments, have 
substituted an ‘‘outlook’’ for a ‘‘cost of production’’ point of 
view in such matters. The early workers in this field were think- 
ing too much about how to calculate unit costs of the various 
products, instead of about methods of readjusting farm organ- 
izations to existing and pending economic developments. Under 
the circumstances, those who would help farmers with their 
readjustments must be more explicit than will be necessary a 
little later. 

The foregoing question is even more pertinent with respect 
to price analysis. An understanding of the price situation is 
needed in planning both production and marketing programs. 
Price situations are even more difficult to analyze and interpret 
than those relating to production. Nevertheless, workers in the 
Bureau of Agricultural Economies and at several of the state 
experiment stations have made promising headway along these 
lines in the last 10 years. Some results have been obtained that 
even now are safe to apply to particular situations. They will 
not always turn out as anticipated, but they rather generally 
will. We do not abolish the weather-reporting service merely 
because a particular storm center which seemed to be headed in 
this direction turned and went up the St. Lawrence Valley in- 
stead, or perhaps took an extra day or two to get here. We have 
learned that there is a probability about the direction and rates 
of travel of storm centers which enables us to forecast the weather 
with a degree of certainty which is highly useful. We are ap- 
preciating the value of it more each year. Recent developments 
in aerial navigation have assisted greatly to this end. We need 
to acquire a similar attitude toward the problem of reporting 
price conditions and impending price developments. A certain 
result which has ensued twenty-nine out of thirty times in the 
last 30 years may not ensue next year. It may fail to ensue five — 
times out of thirty in the next 30 years because of new factors 
which enter into the problem. But this does not make worthless 
the knowledge of the relationship. We must learn to expect 
wrong forecasts in the matter of price the same as with the 
weather, and appreciate that we are better off when we can 
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anticipate the future eight times out of ten than if we had 
to guess it and be right half of the time, or observe it super- 
ficially and be right two-thirds of the time. 

One important part of an adequate price service is, therefore, 
a public properly educated in the use of it. There are two preva- 
lent attitudes toward it that are equally dangerous. One is that 
of too great faith in it, and the other, that of standing ready to 
condemn it if it proves to be mistaken only once. The manager 
of a certain cooperative remarked to one of his friends last year 
that he had a man in his organization who knew what the price 
of his product was going to be, that he had analyzed all of the 
facts and figures with respect to it, and could tell him absolutely 
what was going to happen. No small number of men in the busi- 
ness world have an attitude of this kind, or acquire one rather 
readily after a limited amount of successful experience with 
price analysis in their organizations. One can only feel a great 
deal of sympathy for the men in such organizations who are 
making the price studies, for they know if they are properly 
qualified for what they are doing that only the best of good luck 
can make their forecasts turn out right several years in suc- 
cession. 

Another type of analysis, which is much needed, is that of 
farm incomes. Income is the best single measure of economic 
conditions in an area. If we could have a net farm income figure 
available each year for each state, we would know where to direct 
our energies in hastening necessary readjustments and providing 
emergency relief. If such information is to be as useful as it 
should be, even a state is rather a large unit. The National 
Bureau of Economic Research made a heroic attempt to estimate 
the average income of all the farmers of the United States from 
1910 to 1919, and in the years, 1919, 1920, and 1921 by indi- 
vidual states. It will presently publish similar figures for the 
years since 1921.4 Their efforts along these lines have probably 
been worth while, although seriously misleading in a number 
of important respects. The Department of Agriculture since 
1919 has supplemented these figures on the basis of the data in 
its own files and data currently collected from a list of 10,000 
to 15,000 farmers. The results are published in the July Crops 
and Markets of each year. Some of them are given according 
to geographical groups of states. After working toward this end 
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for several years, the Bureau of Agricultural Economics has at 
last worked out the details of a plan for estimating net farm 
income by states; but has not yet found the time and resources 
for making the necessary calculations. Once this is done, there 
will still remain the task of assembling these figures each year. 
It should be done as quickly as possible after the data are avail- 
able. Obviously, even these income figures will not be very 
accurate, and plans should be studied constantly for collecting 
better source material. 


THE OUTLOOK REPORTS 


The most important single development relating to assisting 
farmers with their production programs, is that of the so-called 
agricultural outlook. The plans for this were developed by Sec- 
retary Wallace and Dr. H. C. Taylor, Chief of the Bureau of 
Agricultural Economics at the time, in the spring of 1922, and 
the first outlook statement was published in April, 1923. Once 
a year all of the forces in the Department of Agriculture are 
mobilized around the one question of determining as nearly as 
is possible, on the basis of existing information and analyses, 
what the present condition is with respect to production, con- 
sumption and prices of the farm products, what developments 
are under way with respect to all these, and what adjustments 
the producers should make in order to meet these impending 
developments. A careful analysis is also made of the general 
agricultural and economic situation as it affects agriculture as 
a whole. Special emphasis is placed upon presenting the perti- 
nent facts in such a way that individual farmers can make what- 
ever interpretation of them they wish; but a certain amount of 
actual recommending of production programs is undertaken. 
The aim in making such recommendations is to be extremely 
safe and conservative. If, however, the acreage of a certain 
crop has been too large for the past year or two, the outlook 
committee does not hesitate to state that a reduction in acreage 
is much to be desired. If it should turn out that too many people 
follow such suggestions, with the result that the acreage is 
changed too much, a different policy would have to be pursued. 
But although there is evidence that its recommendations, if it 
is proper to go so far as to call them recommendations, have had 
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considerable influence in the right direction at times and in 
places, they have never been followed so freely as to result in 
overdoing the matter of readjustments. 

The data and recommendations of the national Outlook Re- 
port are now being carried into most of the individual states 
and analyzed in more detail as to local conditions. In some 
states, district or even county meetings are held where interested 
farmers work out the local applications. 

Perhaps even more important than the actual information 
which is carried to the farmers is the stimulus to thinking which 
it gives. The farmers of the United States are thinking much 
more in terms of economic conditions and necessary readjust- 
ments than they were 10 years ago, and the outlook program of 
the Department of Agriculture has been an important factor in 
this. 

The outlook program has also been of much service to the 
Department of Agriculture itself. It has brought the depart- 
ment’s energies to a focus on the actual existing economic situa- 
tion, and has related its research program to it. It has revealed im- 
portant gaps in the information and analysis, which department 
workers have straightway hastened to fill. The same influence 
has been earried out to the workers in state agricultural colleges 
and experiment stations, with the result that all public agencies 
serving agriculture are doing more useful kinds of work than 
formerly. 


ASSISTANCE IN OTHER FIELDS 


Assistance of a similar nature is needed with respect to many 
other phases of agriculture—credit, for example. Not only do 
the farmers themselves need help in analyzing the problem of 
when to borrow and where and how much, but the bankers need 
assistance in determining what loans are safe under various eco- 
nomie conditions. Experience of the last 10 years has indicated 
that local banks even more than the farmers may fail badly 
under a program of unassisted laissez faire. 

It is equally obvious that local governmental units, counties, 
townships, and school districts need a great deal of assistance 
in determining how to spend the public money and when it is 
safe to do it. A comparison of the tax rates of adjoining town- 


336 AGRICULTURAL REFORM IN THE UNITED STATES 


ships and counties in any state will disclose that there must have 
been great variations in practices with respect to the foregoing. 
Public borrowing needs analyzing more than public spending. 
State and local tax officials need a great deal of assistance in the 
work of appraising real estate. Most important of all, the farm- 
ers of the United States need a vastly better understanding of 
our whole tax system and particularly of the method of operation 
of general property and income types of taxation. 

Must we continue to blunder along in the matter of the rela- 
tive economy of railway and motor transportation? It would 
seem possible to assemble information that would assist greatly 
in the wise solution of this problem. “If roads are to be built, 
what kind of roads are the most economical for a given kind and 
density of traffic? 

Land utilization offers similar opportunities for a program 
of assisted laissez faire. It should be possible to collect a great 
deal of information that will be useful to a state or a community 
in determining what uses of the land within its boundaries is 
likely to prove most advantageous. No area can afford to make 
a mistake in a matter of this kind. If farming is now being 
carried on in the area under increasing competitive disadvan- 
tages, it is high time that the matter be studied carefully. No 
settler should ever locate in a region with which he is not familiar 
without an understanding of all of the pertinent facts bearing 
on its future. All areas offered for reclamation should be eare- 
fully analyzed as to their agricultural as well as to their engi- 
neering possibilities. The adjustments needed for these and 
other phases of agriculture are analyzed in detail in Part V. 
They are introduced here only to show their relation to the prob- 
lem of method of adjustment. 


CHAPTER XIV 
COOPERATIVE ACTION 


Ten years ago most people would have deemed highly vi- 
sionary any proposal to reform the agriculture of the United 
States by a general resort to cooperative organization; and not 
a few would have considered it subversive to prosperity and even 
radical. More recently than that, a trade journal catering to 
the middleman’s interests published a cartoon which pictured a 
county agricultural advisor (or ‘‘county agent’’) leaning over 
the fence looking at a field of growing corn, with a herd of cattle 
just beyond and a grain elevator and stockyard off to his left. 
It bore a sign pointing the advisor very specifically to what was 
in front of him, and the inscription ‘‘His Field.’’ Workers in 
the agricultural colleges and in the Department of Agriculture 
were freely told in those days that they had no business using 
the taxpayer’s money to help farmers set up cooperative enter- 
prises to steal away the business of the private middlemen. Such 
sentiments are still strongly felt in many business circles. The 
Department of Agriculture is still under fire from such interests, 
and, no doubt still watches its steps carefully in this branch of 
its service. Many deans of agricultural colleges and directors 
of extension still fear such opposition more or less, and, in con- 
sequence, some of them render only meager aid to the coopera- 
tives in their states. 

But nothing could be more emphatic than the verbal support 
which President Coolidge, Secretary Jardine, and Secretary 
Hoover have given cooperation in their public utterances during 
the past 4 years. In his opening messages to Congress and in 
his vetoes of the McNary-Haugen bills, President Coolidge re- 
peatedly set forth cooperation as a principal hope of agriculture. 
The farm relief measures which have had the support of the 
administration ever since the winter of President Coolidge’s agri- 
cultural conference have been those in which proposals designed 
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to aid or make use of the cooperatives have figured very largely. 
How all-embracing Secretary Jardine’s ideas are on the subject 
may be judged from the following passage from his article in 
The Farm Journal cited before: 


My position on government and cooperation, in short, is that the 
government should help farmers to help themselves through cooperative 
effort to market their products in an orderly manner, to adjust pro- 
duction to demand as far as possible, and to reduce price fluctuations 
hy some workable and safe means of handling surpluses. . . . Large- 
seale organization for orderly marketing and for adjusting production 
to demand is essential to that economic stability of agriculture which 
we all hope to attain. To deny the farmer such opportunities for 
organized self-help as I have just indicated would be to deny him that 
opportunity of collective bargaining which is enjoyed in one form or 
another by other groups. .. . Producers must be willing to build from 
the bottom up. They must forget any petty quarrels between local 
leaders and organizations, and federate their locals into regional and 
national organizations handling large volumes of business. The best 
minds, experienced in the trade, must head such organizations. With 
such a set-up, the Government could do much more than it has done. 
. . . Old as farming is, large-scale merchandising by farmers, which 
appears essential to future agricultural prosperity, is in fact an “infant 
industry.” It deserves such sound assistance as will enable it to help 
itself toward growth and increased efficiency. We have steadily en- 
couraged efficiency in agricultural production. We have, through scien- 
tific research, enabled farmers to grow several grains of wheat or corn 
where one grew before. We should not diminish our efforts in this 
direction, but we should go as far as necessary to make it possible to 
market the extra grains to the best advantage of the producer. ... I 
have not the slightest fear that such activity on the part of coopera- 
tives would be detrimental to the public interest. On the contrary, I 
believe that it would be beneficial to the public to reduce price fluc- 
tuations of farm commodities by minimizing the likelihood of recurring 
surpluses and shortages in the market. 


There can be no doubt as to the sincerity of Secretary Jar- 
dine’s utterances on this subject; nor of those of some others 
who have spoken in similar vein. But turns of events and 
political and other developments have also played their part in 
it. The conspicuous success of several of the large cooperative 
organizations has assisted by furnishing example. The educa- 
tional movement led by Aaron Sapiro, although including some 
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teachings which have proved of dubious merit, has been one of 
the major influences. Finally, it is probably no injustice to 
many of the recent converts to the cause of cooperation to say 
that they have come to espouse it only as the least of several 
evils, and particularly as preferable from their point of view to 
MeNary-Haugenism and its kind. What happened in Minnesota 
several years ago has been repeated on a larger scale in the 
nation. The Non-partisan League party, with a platform calling 
for a considerable measure of state ownership and operation of 
terminal elevators and other marketing facilities, had given con- 
vineing proof of its power in the state. Suddenly, the regular 
Republican party became converted to a most ardent faith in 
cooperative marketing and made it the principal plank in its 
campaign platform. It saved the situation for them, too—but 
only for a space—as the then Senator Kellogg and Governor 
Preus have cause to remember. 


WHAT COOPERATION CAN ACCOMPLISH 


We need have no doubts that cooperation will accomplish 
much for agriculture in time. There are some who expect to 
see large-scale corporation farming as the development which 
will overcome the handicaps under which agriculture now labors 
because of the smallness of the operating unit. Agricultural econo- 
mists expect to see these handicaps more largely overcome, as at 
present to a considerable extent, by cooperation, by pooling the 
buying and selling and other efforts of many producers. The vol- 
ume of business thus obtained will make possible the sorting, grad- 
ing, standardization, branding and advertising of the product, 
which is so much needed, and securing the monopoly advantage 
of special quality. The associated producers will be able to make 
contracts to provide car lots of uniform product to the chain 
stores and the other types of organizations that are developing 
in the retail market. They will employ skilled servants who will 
supply them with accurate information as to market conditions 
and production in conflicting areas and with adequate analysis 
of the price situation; and skilled salesmen who not only 
know their market and the product which they are selling, but 
who understand the art of selling. 

As for the monopoly advantage of location, the producers in 
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any area will be much more nearly able to protect themselves 
against unfair competition from the outside in any market which 
is rightfully theirs by reason of economic advantage; but they 
will not be able to keep out a product for which some other area 
in the United States, even though more distant, has comparative 
advantage. They will be able to prevent buyers from using out- 
side products temporarily to break their market. They will also 
be able to make use of location advantages that affect quality and 
type of product. Fruits, eggs, cheese, and other products will 
be known much more according to the area from which they 
come than at present. 

Patent monopoly will be impossible, but trademarks and 
brands will be protected. 

There will be a much larger measure of control of the move- 
ment of the product clear through to the consumer. Prices in 
the retail market will be kept more in line with prices to pro- 
ducers. A large crop of perishables will move through the 
market with less glut because prices to consumers will respond 
to it more fully. 

Selling under brands and in standard packages will assure 
the producer that the consumer is getting a certain quality and 
paying for what he gets. 

Production will be better adjusted to changing economic econ- 
ditions than at present. Farmers will know much more nearly 
in advance what the market conditions are likely to be; they 
will understand better how to make quick adjustments to chang- 
ing conditions. A growing tendency to surplus production will 
be headed off before it reaches extremes. This will reduce in 
considerable part the irregularity in supply. To the extent 
that it still exists, a more careful analysis of the market, com- 
bined with concerted action, will make possible a more intelligent 
planning of its storage and the distribution of its consumption 
over the following period. Canning and other processing plants 
will be provided to care for surpluses of perishables. 

There will be similar changes in production, perhaps almost 
as pronounced as in the selling. The farmers in any area will 
produce a more uniform type and quality of product. The 
harvesting of fruit and vegetables will be done according to 
more rigorous specifications. Associated effort will make pos- 
sible a high quality of seed and breeding stock. Improved 
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methods or varieties will be tried out promptly and thoroughly 
and introduced quickly if they prove to be successful. Large- 
scale equipment and power will be more freely introduced. Hand 
labor will be conspicuously lessened. 

The developments in the sphere of credit and insurance that 
will be made possible by associated effort will be even more 
pronounced in some respects than in production and marketing, 
although it is to be expected that governments will play a large 
hand in them. 

Agricultural cooperation has already demonstrated the fore- 
going by its growth in the United States. The latest information 
available is in a preliminary statement of the Department of 
Agriculture given to the press on Feb. 1 which is to the effect 
that the cooperative selling associations made sales to the amount 
of nearly $2,000,000,000 in 1928 and that supplies were pur- 
chased cooperatively to the value of nearly $500,000,000. This 
represents the cooperative business of about 2,000,000 farmers 
organized into 12,000 cooperative business organizations. Nearly 
one-half of the farmers participating in cooperative activity are 
members of more than one organization. In July, the Federal 
Division of Cooperative Marketing published an estimate of 
3,000,000 as the total number of non-members, patrons, share- 
holders, shippers, and consignors doing business through coopera- 
tive associations. 

The federal census has collected information as to cooperative 
marketing by farmers since 1920. If adjustment is made for the 
decline in prices between 1920 and 1925, it appears that in this 
5-year period the volume of cooperative business increased 85 
per cent. The increase in the volume of cooperative purchasing 
was 10 per cent. The period of greatest increase in cooperative 
marketing was between 1910 and 1920. 

Of the cooperative associations reporting to the Department 
of Agriculture, 31 per cent were handling grain, beans, or rice, 
22 per cent were handling dairy products, 17 per cent were ship- 
ping or selling livestock, 11 per cent were receiving, grading, 
packing, or shipping fruits and vegetables, and smaller per- 
centages were handling cotton, wool, poultry, eggs, nuts, and 
other products. One of the highly developed lines of cooperative 
endeavor is in the selling of fluid milk. Approximately, one- 
fifth of the fluid milk used in United States for household pur- 
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poses was sold cooperatively in 1927. About 60 per cent of this 
milk was handled through bargaining associations which func- 
tion chiefly in the determination of the monthly price to be paid 
by private distributors to the producers. The rest was handled 
by associations which receive and deliver the milk to private 
distributors. 

Some of the outstanding examples of success in cooperative 
marketing are the California Fruit Growers’ Exchange, whose 
business totaled $96,000,000 last year, the Staple Cotton Growers’ 
Association, whose annual business averages $20,000,000, the 
Land O’Lakes Creameries, Inc., whose business totaled $48,000,- 
000 last year, and the Canadian Cooperative Wheat Producers, 
Ltd., whose sales of grain last year totaled $283,000,000. In the 
purchasing field, the Cooperative Grange League Federation, 
Inc., of Ithaca, New York, and the Eastern States Farmers’ Ex- 
change of Springfield, Mass., are the two largest organizations. 
Both of these specialize in open formula, dairy and poultry feeds, 
seeds of known origin, and high-grade fertilizers. The American 
Farm Bureau organizations in 10 states have set up large-scale 
buying associations. A considerable part of the cooperative pur- 
chasing is done by supply departments of cooperative selling 
associations such as those of the California Fruit Growers’ Ex- 
change and the Land O’Lakes Creameries, Inc. 

Cooperative marketing has, very largely, failed with tobacco 
in the United States and likewise with potatoes, although there 
are a few organizations which are reasonably successful with 
potatoes. One group of associations, combined for selling pur- 
poses into the Pacific Egg Producers, has been conspicuously suc- 
cessful in the handling of poultry products. 

Cooperative marketing of cotton began in 1921, when four 
associations were organized and handled 4.4 per cent of that 
year’s crop. By the 1923 to 1924 cotton season, a total of four- 
teen cotton cooperatives had organized, and in that year handled 
923,562 bales, or 9.2 per cent of the total production. Member- 
ship and volume of business increased until 1925 to 1926, when 
280,000 members marketed 1,472,348 bales cooperatively. Both 
membership and volume decreased considerably in 1927 to 1928, 
since many of the members did not renew their contracts for a 
second marketing period. The volume handled in that year was 
840,000 bales, or only 6.5 per cent of the total crop. The liberal 
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provisions of the new contract, providing short-time pools and a 
withdrawal clause, and the better business methods adopted, are 
now winning support again, as is evidenced by an increasing 
volume of business. Up to Mar. 15, 1929, the fourteen large- 
seale cotton cooperatives had received about 1,125,000 bales or 
approximately 8 per cent of the current crop. 

In grain marketing, the greatest accomplishments have been 
achieved by farmers’ elevators. Progress in terminal marketing 
by farmers has been slow, but the developments of the last few 
years have been more encouraging. The wheat pools which had 
lost business for several years have recently made changes in 
operating policies which appear to be meeting with more favor. 
The acquisition of country and terminal elevators by several 
associations is also resulting in additional business. The eight 
central marketing associations operating wheat pools handled 
only 12,000,000 bushels of wheat last year. The high-water 
mark thus far reached in the wheat pooling in the United .States 
was 27,000,000 bushels by twelve associations in 1923 to 1924. 

Another type of terminal grain-marketing association, the 
cooperative commission agency, has come rapidly to the front in 
recent years. These organizations function principally as sales 
agencies for local farmers’ elevators. During the crop year of 
1927 to 1928 they handled 36,000,000 bushels of grain for 1,153 
elevators." 

As an extreme example of what associated effort and. large- 
seale organization can accomplish in the field of marketing may 
be mentioned the combination of the Land O’Lakes Creameries, 
Inc., and chain-store organizations with which it has made con- 
tracts in the East. At present writing it is possible to buy butter 
from the Land O’Lakes Creameries, Inc., from chain stores in 
greater Boston at 57 cents per pound, while butter no better is 
being sold by other retail stores for prices, in some cases, as high 
as 70 cents a pound. That the foregoing statement is correct as 
to quality of the butter is proved by the fact that other retail 
stores are actually selling Land O’Lakes’ butter under other 
brand names at 70 cents per pound. At present, the gains from 
this large-scale organization are being most largely realized by 
the consumers who have learned to buy their butter from these 

1‘*The Present Status of Farmer-owned Grain-marketing Associations 
in the United States,’’ U. S. Dept. Agr. (Preliminary Report.) 
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chain-store organizations; but it is only a question of time when 
enough consumers will have learned this so that more of the 
gain will be reflected back to the producers’ organization. 


IMMEDIATE POSSIBILITIES 


But how much of all the foregoing can be accomplished in 
the near future in time to offset, before it is too late, the disad- 
vantage of 10 to 15 per cent in the purchasing power of net 
income under which agriculture is now laboring? The author 
was asked a question similar to this 5 years ago for the state of 
Minnesota at a time when a program was under way to consoli- 
date the small local units into large-scale central marketing 
organizations. What he wrote at that time was as follows: ' 


No one really has any basis for predicting the amount of such 
gains. But if promoters are going to make heroic guesses on the sub- 
ject, students of cooperation owe it to the public to do the same. The 
gains will vary greatly as between commodities because of differences 
in the degree of organization of the present market for them. As a 
sort of rough average of all commodities, the author believes that the 
potential gains on Minnesota products from several of the most im- 
portant possible improvements in our marketing system, or in produc- 
tion as it relates to marketing, rank in importance about as follows: 

1. By stabilizing production: adjusting it to changes in demand 
and to changes in the business cycle, and eliminating eycles of pro- 
duction. 

2. By improving the organization and management of the locals 
or in other ways performing the local market functions more efficiently. 

3. By improving the quality of production by standardization of 
varieties, better selection and treatment of seed, better care of the crop, 
better harvesting methods, ete. 

4. By controlling the time of movement to market. 

5. By better sorting and grading. 

6. By better distribution between markets. 

7. By advertising, especially advertising of an extra large crop, 
and by developing new markets. 

8. By securing equality or better in the matter of bargaining, and 
taking away from buyers any possible monopoly advantage they now 
enjoy. 

Obviously, the ranking of these eight points for butter is much 
different from the ranking for wheat, corn, livestock, or potatoes. Also- 
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the ranking for Kentucky, Texas, or California would be different from 
that for Minnesota. 

Also, the foregoing ranking is on the basis of potential gains, not 
probable gains. Although potential gains from stabilizing production 
are great, the probable gains from this source are not very great in 
the next few years—this is a problem for generations, even centuries. 
As to gains reasonably possible in the next 10 years, the ranking would 
be more as in the second column of Table 34 following. As to gains 
probable in the next 10 years, the ranking will be more as in the third 
column of this table. The reason that No. 4 is put so far down in 
the last list is that in the next 10 years, in view of our present under- 
standing of the problem, the mistakes that will be made may entirely 
offset the gains. 


TABLE 34.—EstTIMATED RANKING oF SourcES OF GAIN FROM CENTRAL 
MARKETING CooPERATION IN MINNESOTA 


Possible | Probable 


Sources of gain Potential | Gains in | Gains in 


gains next ten next 10 
years years 
Stabilizing production................. 1 a 8 
daprovingethe locals: ie. Acre erie. oe 2 1 4 
Improving quality produced........... 3 4 3 
Controlling flow to market............. 4 2 6 
Better sorting and grading............. 5- 3 1 
Better distribution of product.......... 6 5 2 
Advertising and developing markets. ... uh 6 iy 
Price control (monopoly and bargaining). 8 8 7 


The probable gain to producers and consumers in the next 10 years 
from these eight sources will probably range for the various Minnesota 
products from less than 2 per cent to more than 10 per cent, with an 
average of less than 5 per cent. It must be remembered that livestock, 
grain, and dairy products constitute the bulk of Minnesota’s produc- 
tion, and upon these commodities the gains will be relatively small. 
Of this 5 per cent or less of gain thus so boldly predicted, the pro- 
ducers will receive the larger part, especially if other states and other 
countries fail to make equal improvement in their marketing of the 
same products. 


It is now apparent that events have proved the foregoing 
predictions as too optimistic. Some significant gains have been 
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made in the case of creamery and livestock marketing. Cooper- 
ative grain marketing in Minnesota is as it was, except that the 
local elevators have for the most part recovered from their severe 
reverses of 1920 to 1922, and are offsetting the smaller volumes 
of grain received, as a result of the diversification program of 
the members, by handling farm supplies and performing addi- 
tional services for farmers such as feed grinding and seed clean- 
ing. The problem of marketing eggs and poultry from farm 
flocks cooperatively has proved more difficult than anticipated. 
The attempt at large-scale potato marketing failed miserably 
after 1 year. 

For the United States as a whole, we can be less hopeful than 
for a state ike Minnesota. Not so many of the farmers elsewhere 
have had experience with cooperative marketing. The commodi- 
ties produced or the markets supplied do not furnish as good a 
basis for cooperative handling as do the types of commodities 
produced in Minnesota. 

Perhaps the cooperative-marketing program can be hurried 
somewhat. At this point, let us mention only the proposals which 
have been brought before Congress having such a purpose in 
view. First, is the MeNary-Haugen proposal which virtually 
amounted to compulsory pooling. All growers of cotton and cer- 
tain other products to which the export-dumping scheme did not 
seem applicable were to be required to stand an assessment of so 
much per unit of product, which was to be used in financing the 
holding and subsequent selling of cotton. The Canadian wheat 
growers, after a bitter struggle, finally sueceeded in getting the 
three western provinces to authorize compulsory pooling; but the 
plan never went into effect, principally because none of the men 
in whom the grain growers reposed confidence were willing to 
undertake the task of directing such a program. The wheat 
growers, under the inspiration of Aaron Sapiro, finally devel- 
oped a wheat-pooling system as a substitute which realizes to a 
degree the same ends as the compulsory pooling had in view 
because the pools handle so large a part of wheat. Assuming that 
compulsory pooling would be accepted as constitutional in the 
United States, and could be worked successfully, it would solve 
the problem of weather and season surpluses, in so far as these 
are a problem, and to the extent indicated as probable in Part 
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II. The marketing organization would obtain the necessary con- 
trol of the product and have the necessary finances to handle the 
storage and selling operations. If an undertaking of this kind 
were poorly managed, or even just indifferently managed, it 
would probably wreck the whole scheme and the cooperative 
organizations with it. One has a right to reasonable doubts as 
to whether the cooperative organizations in the United States, in 
general, have had enough experience in trying to achieve orderly 
marketing in order to succeed with it. The notions which many 
of the farm leaders and even some cooperative officials have with 
respect to the possible gains from withholding and from various 
price insurance plans that have been proposed, make one dubious 
as to whether they appreciate the problem sufficiently to under- 
take a venture of this sort. The Canadian cooperative wheat 
growers have managed their undertaking with discretion of 
an unusual order, but good fortune has also played no small part 
in their success thus far. 

Another line of attack proposed is to strengthen the existing 
cooperatives by loans and in various ways let them handle the 
surpluses. It is commonly believed that efforts of this sort are 
futile unless the cooperatives control nearly all of the supply of 
the product in question. This is a mistaken idea and represents 
a confusion with the monopoly-control idea which too many of our 
farm leaders have imbibed from Mr. Sapiro and various other 
sources. Nevertheless, it is important that the cooperative organ- 
ization have control of a considerable portion of the crop, fre- 
quently as much as half of it. It ought to be in a position to 
function as a very large operator in the market. If it is, and the 
produce outside the organization goes on to the market early, at 
a price which the association has very strong reasons for believing 
to be too low, it can sit back and let the non-members sell out, 
and still be reasonably sure of a market later; or if the non- 
members think the price is too low and refuse to sell, the associa- 
tion will then be in a position to reap an advantage. It is at 
once apparent that not enough of any one of the staple crops is 
under cooperative control in the United States to make any pro- 
posal to aid existing cooperatives of any significance so far as the 
near future is concerned. 

A third type of proposal involves setting up quasi-public cor- 
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porations of various kinds to work with and through the cooper- 
atives so far as possible in stabilizing the market. This will be 
discussed in the next chapter. | 

The final conclusion to which we must come is that although 
in a period of several decades and more, cooperative action may 
contribute in a very important way to agricultural betterment, its 
help during the next 5 or 10 years will not go very far toward 
relieving the present pressing situation. We shall have to wait 
until we can make out cooperative organizations stronger than 
they are at present. 


CHAPTER XV 


STABILIZATION CORPORATIONS AND OTHER 
QUASI-PUBLIC AGENCIES 


The agencies discussed in this chapter are called quasi-public 
because, although having many of the characters of private cor- 
porations and cooperatives, they are to be set up by special enact- 
ment of Congress, endowed by Congress with special powers, and 
provided with funds out of the public treasury ; and will always 
be under an unusual measure of public control of the same gen- 
eral sort as are the Federal Reserve and Farm Loan systems. 

We surely must begin our discussion of agencies of this type 
by briefly reporting upon the one which is now functioning in the 
field of agriculture and handling a product with whose problems 
we are familiar; namely, the New Zealand Dairy Export Control 
plan. This was authorized under a special act passed in 1923, 
which set up a Control Board whose duties broadly defined were 
to control the export and sale of butter and cheese in the inter- 
ests of the producers. The act was approved through a referen- 
dum vote of a majority of the dairy producers. The government 
reserved the right to appoint two of the twelve members of the 
board. Funds for the administrative expenses of the board are 
provided by levies of a very small fraction of 1 cent per pound 
on the butter and cheese exported. Over four-fifths of the butter 
and cheese produced in New Zealand is exported, most of it to 
Great Britain. Fully 90 per cent of the dairy plants are cooper- 
ative ; but up to this time there had been no centralized control of 
the marketing. 

The Control Board did not undertake actually to pool the 
butter and cheese until August, 1926. In November a bad break 
in the market led the board to adopt a plan of meeting with a 
committee of importers in London and naming minimum selling 
prices. But opposition to this developed quickly, and in July, 
1927, a resolution was passed abandoning pooling and control of 
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the product. The present program of the board includes the fol- 
lowing activities: Regulating the shipments of produce overseas 
by adjustments of quantities throughout the season, supervising 
the unloading and handling of the produce, supervising the cold 
storage in Great Britain, collecting insurance on all produce, 
improving quality, and advertising. Most significant of these 
activities from our point of view is the effort to regulate 
shipments. 

The various stabilization plans proposed in the United States 
have all been tied more or less with cooperative marketing. They 
have been framed so as to use cooperative marketing organiza- 
tions where these exist, in some cases to organize new ones where 
none is in existence, and in all cases to supplement the coopera- 
tives with boards and councils, clearing associations, terminal 
associations, or stabilization corporations of various descriptions. 

The least radical of the various proposals was that embodied 
in the Capper-Haugen bill introduced in the winter of 1925, 
embodying the recommendations of President Coolidge’s Agri- 
eultural Conference. This provided for a ‘‘ Federal Cooperative 
Board’”’ which was to make surveys in advance of the organiza- 
tion of new cooperatives, inspect those already in existence, and 
issue certificates of registration for those satisfying certain 
requirements. The theory upon which this measure was based 
was not so much the supplementing of existing cooperatives as 
supervising and strengthening those already in existence. The 
idea which dominated the conference was that cooperative 
marketing was in a bad way, and that most of the large coopera- 
tives were skating on very thin ice. The member of the confer- 
ence who was looked upon as the authority on cooperation was 
Ralph Merritt of the Sun Maid Raisin Growers’ Association, and 
it is not difficult to understand why he had such a set of ideas 
on the subject. Nothing in this plan involved: the setting up 
of a corporation of any kind, although it did arrange for the 
operation of clearing associations for the purpose of distributing 
produce between different markets in such a way as to prevent 
gluts and shortages. This proposal was opposed by the coopera- 
tive associations on the ground that they did not wish to be 
government supervised, and that it really provided no machinery 
of any kind to assist them. 

The most unreal of the proposals was that of B. F,. Yoakum, 
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which was fathered by Senator Curtis through several sessions of 
Congress. Mr. Yoakum proposed to organize 75 per cent or more 
of the producers of each commodity in the United States into a 
nation-wide organization with a federal charter, which would 
proceed at once to set up a ‘‘marketing board’’ whose duty was 
to be to feed the commodity to the market in an orderly manner 
and thus stabilize prices. The necessary funds were to be col- 
lected from the members on the basis of their volume of sales. 
A general federal board was to integrate the activities of the 
various commodity organizations. 

The McNary-Haugen plan, as already explained, took on 
cooperative marketing as one of its essential phases in the winter 
of 1926. For commodities whose export surplus was to be sold 
abroad at the world price, it provided that the Federal Farm 
Board would make export contracts with cooperative associa- 
tions where they existed. For other commodities, an equalization 
fee was to be collected and paid into a stabilization fund, which 
was to be used in promoting orderly marketing. Provision was 
also made for loans to cooperative associations. 

Secretary Jardine’s ideas on the subject of orderly marketing 
seem to have been carried over from the days of President Cool- 
idge’s Agricultural Conference. The bili which has been intro- 
duced into Congress which ean be said to include most nearly the 
Jardine plan is the recent McNary bill (S. 4602). One can also 
obtain a good understanding of what he had in mind from a 
series of three articles, one in The Farm Journal, released Aug. 
15, 1927, one in the Oklahoma Stockman and Farmer, released 
Nov. 1, 1927, both of these bearing the signature of the Secretary 
of Agriculture and, finally, a rather carefully worked out article 
in the Washington Sunday Star of Aug. 21, 1927, which has 
every evidence of having been worked up in close cooperation 
with the Secretary’s office. It was called the ‘‘Scope of the Jar- 
dine Farm Relief Plan.’’ The essential feature of this plan is 
embodied in the following description from the first of the three 
articles: ‘‘commodity stabilization corporations operated by the 
farmers themselves or by their marketing organizations under the 
general guidance of a Federal Farm Board.’’ Thus Secretary 
Jardine’s device for handling surpluses is the stabilization cor- 
poration which Herbert Hoover espoused in his campaign 


addresses, 
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A more definite idea of this plan may be obtained from the 
following statement in the Oklahoma Stockman and Farmer : 


There should be a Farm Board, consisting of able men who under- 
stand agriculture and are sympathetic toward its problems. Members 
of this body should not be sectional in the narrow sense of mere repre- 
sentatives of groups and classes to the exclusion of the general public 
interest. 

This board would be a recognition of a public responsibility toward 
agriculture, in encouraging sound business methods in agriculture and 
in minimizing price fluctuations due to unpreventable surpluses and 
shortages. 

This board would be backed by two main supports: First, a more 
adequate statistical service, supplying timely information on supply 
and demand factors affecting the production and marketing of each 
major commodity. Second, a revolving .fund from which the board 
could make advances to commodity organizations. 

The activities of this board, in addition to enhancing the growth of 
sound organization in every practical way, would fall under two main 
heads: First, to aid in minimizing price fluctuations due to unpre- 
ventable surpluses; second, to help in adjusting production to market 
demand. 

There would be established for each major commodity a stabiliza- 
tion corporation, with a nominal capital stock owned by properly 
organized commodity cooperatives. When an exceptional season re- 
sulted in a crop surplus, the stabilization corporation under the general 
guidance of the Farm Board would take part of that surplus off the 
market to prevent the price from dropping to an abnormally low level. 


Also the. following statement from Zhe Farm Journal 
article: 


In the case of fruits and other perishables, we have plenty of evi- 
dence that some markets have been glutted and others undersupplied 
on the same day. It should be possible to prevent this by joint effort 


through clearing-house associations properly organized and well 
managed. 


Secretary Jardine’s notion as to how this machinery would 


function may be obtained from the following statement in the 
Oklahoma Stockman and Farmer: 


On the basis of the best available statistical evidence, the Stabili- 
zation Corporation under the general direction of the Farm Board 
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would have ascertained the maximum which the corporation could have 
paid for cotton without taking undue risk of losing money on it. The 
corporation could then have bought cotton in the open market, from 
members and non-members, continuing to buy until the market price 
had risen to the conservatively established maximum. 

This maximum or objective price should be announced to the public 
before the corporation begins to buy. Obviously, the intention to 
announce it would have to be guarded as carefully as our crop figures 
are guarded now before they are released. In my opinion it would 
ordinarily be necessary for the Stabilization Corporation to buy com- 
paratively little to cause the price to rise to the announced maximum. 
If this were conservatively arrived at—and it must be that to be safe— 


the competition in the trade would of itself cause prices to rise toward 
that limit. 


Secretary Jardine illustrates the foregoing by applying it to 
the 18,000,000-bale cotton crop of 1926. The statistics which he 
used are the following: Prices averaged slightly less than 11 
cents from October to January and around 15 cents in the fol- 
lowing June and July. Approximately 61 per cent of the crop 
was marketed from October to January. If the cotton Stabili- 
zation Corporation had announced its intention to take enough 
cotton off the market to raise the price to 15 cents a pound, the 
price, according to Secretary Jardine, would very shortly have 
risen to this point, at the most not over 3,000,000 bales of cotton 
need have been bought, and the average price which the corpora- 
tion paid for it might well have been something less than 14 
cents a pound. If it had been 14 cents a pound, the producers 
would have received 3 cents extra per pound or $165,000,000 
for their 1926 cotton crop. The purchasing of the 3,000,000 
bales would have been financed for the most part out of advances 
from the intermediate credit banks up to 65 to 75 per cent of the 
purchase price of cotton and the rest would have been handled 
by an advance out of the revolving fund mentioned above. When 
the 3,000,000 bales were sold the following summer or later, the 
Corporation would get the funds back with which to repay the 
loans and replenish the revolving fund. A storage cost of 114 
cents per pound for the season is assumed. If the purchase price 
averaged 14 cents, then the selling price would have needed to 
average 1514 cents if the Corporation was to break even. As a 
matter of fact, prices rose to 20 cents a pound the next year. 
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Hence the Corporation would have made a profit of from 3 to 4 
cents per pound, or a total of from $45,000,000 to $60,000,000 on 
its 3,000,000 bales. Secretary Jardine would have at least one- 
half of these profits put into a reserve fund to meet possible 
losses in other years. The rest he would have paid to the cooper- 
ative associations which he expects will constitute the member- 
ship of the Stabilization Corporations in most cases, if not imme- 
diately, then very shortly. The cooperatives would pay these 
profits out as patronage dividends. This will have the effect of 
inducing additions to their membership. To be sure, these 
profits will have been made on non-member as well as member 
eotton bought and sold by the corporation ; but the non-members 
will have no cause for complaint because they will already have 
received 14 cents a pound for their cotton in place of 11 cents. 

The plan as outlined provides that the Stabilization Corpora- 
tion will go into the market and buy only when there is evidence 
that the crop is so large or the marketing in the autumn at so 
rapid a rate that the price is unduly depressed. There will be 
losses in some years, of course; but the reserve built up in other 
years should take care of these. 


Should unforeseen cireumstances in any year cause a loss so great 
that the reserve would not be sufficient to pay it, the account between 
the Stabilization Corporation and the revolving fund would remain 
open, to be paid out of gains in succeeding years . . . no assessment 
is contemplated against the individual cooperatives. 


Now comes a question of the disposal of the 3,000,000 bales 
taken off the market in the year of large crop. Secretary Jar- 
dine’s statement is not very clear on this point; but he believes 
that if it were sold gradually in the latter part of the sueceeding 
calendar year it would not depress the price as much as if a suc- 
ceeding crop were 3,000,000 bales or larger; that once the cotton 
gets out of the hands of the producers and into the hands of the 
trade, part of it as partly finished or even finished cotton goods, 
that it does not have the same effect on the price as new cotton 
coming on to the market in the following year. As to whether 
3,000,000 bales in the hands of the Stabilization Corporation will 
depress the price more than if in the hands of the trade, he 
makes no observation in either of his articles. His discussion is 
more in terms of the rate of selling as determining the level of 
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prices at any time than in terms of the effect of the total supply 
on the price. 

We now have the Stabilization Corporation plan sufficiently 
before us so that we can analyze it. The first observation to make 
concerning it is that Secretary Jardine and the proponents of it 
have failed to allow sufficiently for the effect of the enlarged 
carryover on prices the year following. A reasonable assump- 
tion is that 3,000,000 bales of cotton held by a quasi-public cor- 
poration would affect the price in very nearly the same way as if 
it were that much extra production the second year. There are as 
good reasons for thinking it would have a stronger as a weaker 
effect. When this effect is taken into account, and if the analysis 
and data in Chap. V are reasonably correct, the growers would 
lose more on the second crop than they would on the first, both 
in gross values and net values. The corporation itself would 
gain only in the years when a short crop followed a large one. 
Even a normal crop the year following would cause the corpora- 
tion to lose money. Holding over large crops of wheat would be 
equally costly. In fact, the whole theory of gains to be made 
merely by enlarging the carryover of a large crop is fallacious. 
And Secretary Jardine must have more than half realized this 
when he suggested the following as a statement to be issued to 
the growers following such an enlarged carryover: 


You produced 47,653,000 acres of cotton this year (1926). The 
normal yield is 156 pounds. If you harvest as many acres next year 
(1927) and get a norrial yield you will have about 15,000,000 bales 
to harvest in 1927. On top of that, our Stabilization Corporation is 
helding the 3,000,000 bales which we took off the market to save you 
from an extremely low price in 1926. This means that if you produce 
as many acres next year as last year and get the normal yield we 
shall have in all about 18,000,000 bales to market in 1927. That quan- 
tity cannot be sold unless you take 10 to 12 cents for it. If you go 
ahead on last year’s basis, you must face low prices. Put in fewer 
acres for the 1927 crop. 


If a surplus of 3,000,000 bales due to abnormal yields and 
acreage reduced the price to 10 to 11 cents in one year, and would 
also reduce it 10 to 12 cents next year if it were sold on top of a 
normal-yield crop on the same acreage, why should anyone take 
the trouble to buy it up this year and sell it next year? The 
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reason that the trade does buy up some of a large crop and carry 
it over, standing the cost incident thereto, is that, as pointed out 
earlier, in a majority of such situations, both acreage and yield 
are considerably reduced in the year following. 

Reducing the acreage the year following is therefore a neces- 
sary accompaniment of a program of enlarged carryover. Table 
13 in Chap. V showed that cotton growers would gain almost 
regardless of yields the year following from such a contraction 
program if it was carried out successfully. But it is proper to ask 
how much more successful such a program of reducing acreage 
could be in combination with an enlarged carryover than with- 
out it. The stimulus to reduce acreage because of having received 
low prices would be partly removed; and there would still be the 
tendency to expect the other fellow to do the reducing, or to take 
a chance that yields would be poor the year following. 

As for the wheat growers, Chap. V showed that they would 
lose in spite of reducing the acreage the year following enlarged 
earryovers of large crops. 

If the objective is to raise the growers’ incomes from cotton 
and wheat and most other crops, the program should be enlarging 
the carryover of small rather than of large crops. But the hold- 
ing corporation would lose heavily from such a program. 

If the objective is to stabilize growers’ incomes, it can be done 
by adjusting the carryover each year to the size of the crop and 
trends in production and consumption in the manner pointed out 
in the last section of Chap. IV. But the growers would get lower 
average prices in consequence, and the holding corporation would 
lose money. The combined losses would have averaged 2.5 per 
cent of the value of the cotton crop from 1899 to 19138. But the 
accompanying advantages of stabilization of production and 
income may be worth all these losses in price and losses of the 
corporation, 

It follows from the foregoing that a stabilization corpora- 
tion could not finance itself out of its operations except in ocea- 
sional years. The years 1926 and 1927, selected by Secretary 
Jardine to illustrate his plan, would have been one occasion 
when the corporation would have made a little money. But 
Mississippi floods do not commonly follow the biggest erop in 
cotton history. The holding program on this oceasion, as pointed 
out in Chap. V, would have caused the growers to receive $27,- 
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000,000 less for their two crops, which is more than the ecorpora- 
tion gained. 

Secretary Jardine’s analysis also fails to take account of the 
occasions when two or more large crops follow in succession— 
except in so far as he proposes to prevent such an event by 
getting the acreage reduced. 

Following are a list of other statements with respect to the 
stabilization corporation plan as outlined by Secretary Jardine 
which help to establish its place in the program of agricultural 
reform: 

1. It is not at all a price-raising plan. Its proponents have 
thought that it would be in the sense that it would raise the 
average price a little as a result of a better distribution of the 
selling; but in this they are mistaken if our foregoing analysis 
is sound. 

2. It is a price-fixing plan in a more real sense than any of 
the plans discussed in Part III. It proposes to determine by an 
analysis of supply and demand conditions a definite price which 
the board thinks should prevail during the year and actually 
establish this price by market manipulations. There would be 
no intent, it is true, to make this price higher than what the 
board conceived actual supply and demand conditions to war- 
rant; but nevertheless it would name a definite price and seek 
to impose it. 

Such a procedure would be exposed to the difficulties that 
have confronted the cooperatives that have attempted to name 
a price that would move a crop to the greatest advantage to the 
producers. The California raisin growers and many other coop- 
erative groups have experienced a vast amount of grief with 
undertakings of this sort. A body of information is needed as 
to conditions of supply, consumption and demand which is not 
yet available in sufficient quantity and accuracy. Students of 
prices have not been able to analyze the factors determining 
price with sufficient care in most cases to make a program of this 
kind very safe. 

Moreover, the Stabilization Corporation proposed is to be an 
organization of all the cooperative associations handling a given 
commodity. The decisions as to price which it would seek to 
establish would be entirely its own. They would not be subject 
to review by the board. The plan would grant these cooperatives 
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the power to operate as a unit in the market on a large scale. 
They would represent, it is hoped, the bulk of the production in 
their commodity. Is one not safe in saying that there would be 
very great danger that such a corporation would attempt a 
measure of monopoly control of prices and wreck itself in conse- 
quence ? 

3. At the best, the success of stabilization corporations would 
depend very largely upon their ability to forecast the price of the 
product. What is reasonable to expect along these lines has 
already been fully discussed. It is interesting to remark at this 
point that it was only very recently that the Secretary of Agri- 
culture issued orders to the Department of Agriculture to cease 
forecasting the price of cotton; and it afterward turned out that 
the forecast was right. Production really needs to be forecasted 
as well as prices, if possible a year in advance. 

4. Secretary Jardine has in mind that pegging the price at 
a definite figure would greatly reduce the usual fluctuations of 
the speculative market. It will be apparent to students of this 
subject that while it might reduce the number of the minor 
fluctuations in the years when the Stabilization Corporation chose 
to operate, it might very well introduce major price movements 
more serious in their nature. Any time that the Corporation 
miscalculated on the price to establish, the effects would be much 
more disastrous than those resulting from the minor fluctuations 
of the speculative market. 

5. After all, a major feature of the program which Secretary 
Jardine outlined was aid and encouragement to cooperative 
organization. His own statement on this point is as follows: 


The long-time aim of this plan, beyond that of minimizing price 
fluctuations, is to build large-scale, farmer-owned business institutions 
handling the major farm commodities. Future prosperity in farming 
depends to a large degree on the growth of strong business institutions 
to afford agriculture a bargaining power comparable to that of labor 
and industry and to give the farmer a consciousness of business power, 
a sense of mastery over his affairs, and a better voice in matters of 
economic policy. 


6. The proposal to have a separate stabilization corporation 
for each product shows the influence of the Sapiro propaganda 
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in behalf of ‘‘commodity cooperation,’’ the same as does the 
Yoakum plan. 

7. The idea of a commodity clearing house to arrange the 
distribution of product between markets represents a carryover 
from the days of the Capper-Haugen bill and the agricultural 
conference. Including in the clearing house organization the 
representatives of the trade as well as of the cooperatives was 
a favorite notion of Secretary Jardine’s, and expressed itself only 
last year in his approval of an arrangement of that sort for 
handling Florida oranges. The experience of the cooperatives 
with such arrangements has been such as to make most of them 
opposed to any such organization. The Florida set-up is proving 
no different from the others. 

8. Secretary Jardine’s plan as outlined also includes some of 
the same provisions for supervision and certification of coopera- 
tives that were included in the Capper-Haugen bill. Only those 
which are properly set up and managed are to be allowed to 
become members of Stabilization Corporations or to receive 
advances out of the revolving fund to help them hold their prod- 
uct for a better market or to be assisted in various other ways. 

9. The plan as outlined ealls for immediate further develop- 
ment of the work of the Department of Agriculture, collecting 
and analyzing data as to production, prices, shipments, consump- 
tion, ete. Secretary Jardine usually exhibited much faith in 
possibilities along these lines. 

10. It also makes clear that the board and the stabilization 
corporations are to call upon the Department of Agriculture for 
statistical service and not attempt to duplicate the work of this 
or any other departments of the government. 

We may conclude the foregoing discussion by affirming a 
belief that there is some advantage to be gained by such a stabili- 
zation of prices of many farm products as can be attained by 
allowing a single large operator to function in the market with 
such an intent. An operator with certain public prerogatives 
can accomplish somewhat more than an ordinary private opera- 
tor. Such prerogatives will be particularly important in the 
matter of influencing the production in the following years. But 
its opportunities are far more limited than commonly supposed ; 
and its chances of really helping probably less than its chances 
of damage during the first 10 years of its history, unless unusu- 
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ally wise management is secured. There are many difficulties 
that might arise to prove the undoing of any stabilization cor- . 
poration. It seems to the author that its chances would be better 
with programs of holding during the year than with programs of 
enlarged carryover. 

There are advantages in having such corporations stand on 
‘their own feet without recourse to government aid in case of 
losses. But they must be set up on such a basis as to have an 
assured income. There are also advantages in having them 
entirely private in their directorships. On the other hand, one 
may question whether they will not need the restraining influence 
of men who have no stake in the price for which the commodity in 
question is selling. They certainly will need the services of non- 
interested specialists in analyzing the market. 

The Stabilization Corporation, or something like it, seems to 
be the most logical agency to attack the problem of season sur- 
pluses and to offer some possibilities for the handling of weather 
and overplanting surpluses. It is high time that we undertook 
some experiments along this line. But we must not be oversan- 
guine about the results. We must live and learn, 


PRICE CONTRACTS 


The report of the Business Men’s Commission published in 
November, 1927, supported the Stabilization Corporation idea of 
Secretary Jardine’s if applied only to cotton, wheat, and per- 
haps corn, and in addition suggested experimenting with the 
system of contracting in advance of planting to pay a certain 
minimum price for the crop. This contract-price idea has been 
hanging around for a long time. It was proposed during the 
World War as a scheme for securing sufficient volume of pro- 
duction for certain crops. It was no doubt suggested by the 
practice of beet sugar and canning companies of contracting 
acreage at a definite price. Following is the recommendation of 
the Business Men’s report on this subject : 


Cotton, wheat, and perhaps corn appear to be the only commodities 
in which stabilization corporations of this sort could successfully oper- 
ate, at least at the outset of the experiment. As these corporations 
became strong enough and gained sufficient experience, it might be 
possible for them to carry price stabilization one step beyond the mere 
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handling of emergency surpluses due to weather conditions and to 
attempt the gradual control of production, so far as this can be accom- 
plished by influencing planting intentions and programs. To this end 
it might eventually be possible for these corporations to announce. 
in advance of the planting of crops a price at which they would stand 
ready on a specified date after the production of the crops in question 
to purchase any surplus which might then be offered, this price being 
such as would induce the desired proportion and volume of the crops 
concerned. The Commission does not feel that the stabilization cor- 
porations could wisely undertake such action at the outset and perhaps 
not for a long time. It hopes, however, that if these corporations 
for the handling of emergency surpluses are organized and successful, 
they may find it possible gradually and tentatively to experiment with 
such action. 


The difficulty confronting the price-contract scheme is that 
even if the acreage is normal, a large yield might force a cor- 
poration to buy up a considerable fraction of a crop and hold 
it over to the next season. The corporation might be in the posi- 
tion of carrying over a much larger fraction of a large crop than 
was good economy. The minimum price might be too high to 
allow utilization of such a crop at as rapid a rate as would be 
desirable. The Jardine plan proposes to announce a minimum 
price after the crop is grown and the yield established, and is 
thus on far safer ground. Placing the minimum price consider- 
ably lower than would be ventured at the end of the harvest 
would make a venture of this kind considerably safer, but then 
it would not insure the growers very much against low prices 
from weather surpluses. But this may not be so important a 
matter as stabilizing acreage. The analysis in Part IT showed 
plainly that it is only the very large crops which reduce the 
incomes of the growers so severely as to be serious. This plan 
provides better control of the next planting than does a simple 
holding plan, since the corporation will be in a position to 
announce a minimum which is low enough to take eare of the 
large carryover. This ought to serve as more than a warning. 
Obviously, it was this feature of the proposal which appealed to 
the Business Men’s Commission. It is only fair to the Business 
Men’s Commission to emphasize its statement that it is advocat- 
ing only experimenting with such a program. The author is 
also inclined to believe that some experimenting along these 
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lines would be worth while. The great danger would be the 
forcing of too large a carryover in case of very favorable weather 
and a large yield. 


PRICE INSURANCE 


The last two versions of the McNary-Haugen plan authorized 
the Federal Farm Board to provide for public insurance of coop- 
eratives against decline of price of the product between date 
of delivery to and sale by the cooperative. This plan was 
advanced by O. F. Bledsoe of the Long Staple Cotton Associa- 
tion and accepted by the supporters of the MeNary-Haugen legis- 
lation because some of their influential friends wanted it. Mr. 
Bledsoe’s own statement of it before the Committee on Agricul- 
ture in January, 1927 is remarkably clear and concise. 


Statistics for a period of 20 years show that with certain explain- 
able exceptions the average price of cotton during the period that 
farmers usually sell their cotton, namely, from Sept. 1 to Dee. 31, is 
lower than the average price for the 12 months beginning Sept. 1 and 
ending Aug. 31. Some of us who have been studying this matter are 
convinced that it would redound to the substantial gain of cotton 
farmers if a plan of insurance against price decline during any one 
cotton crop year could be put into effect. 

Under the plan which I propose, the cooperative cotton associations 
would be guaranteed that their weighted average daily spot price 
during the delivery period, i.e., from Sept. 1 to Dee. 31, would not be 
less than their weighted average selling price for the year; and con- 
sequently such associations would be able to pay their members approx- 
imately the full spot-market price for their cotton at the time of 
delivery less carrying charges. 

Statistics which I have compiled show that such a guaranty could 
safely be made by a government agency to the cooperative associations 
in consideration of the payment of a premium of one-fifth of a cent 
per pound. Under this plan the member would receive, as indicated, 
approximately the spot market price for his cotton on the day of 
delivery, and if the average annual price of cotton should be higher, 
he would receive the benefit of this higher price. The premiums paid 
by the association would be used to reimburse the association for losses 
that mav oceur and to provide a reserve for any future losses. 

The statistics to which I have referred are the average daily spot 
price of middling cotton on the New Orleans Cotton Exchange from 
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Sept. 1, 1905, to Aug. 31, 1925, a period of 20 years. During 15 of 
these 20 years the seasonal trend of prices was upward; 7.e., the average 
of the prices during the selling season was higher than the average 
of the prices during the farmers’ marketing season. The years 1907 
te 1908 (during which we had a money panic), 1913 to 1914 (begin- 
ning of the World War), 1918 to 1919 (signing of the armistice), 
1920 to 1921 (the period of deflation), and 1923 to 1924 (an under- 
estimate of supply and an overestimate of demand) showed a down- 
ward trend. 

For the season 1907 to 1908 there was a loss of 34 points, or $1.70 
per bale. For the season 1913 to 1914 there was a loss of 87 points, 
or $4.35 per bale. For the season 1923 to 1924 there was a loss of 
88 points, or $4.40 per bale. 

The loss for the season 1920 to 1921 is excluded for the reason that 
a contingent lability from deflation does not exist at present. There 
is no inflation now, as is conclusively proven by the fact that the price 
of cotton is under the 20-year average. 

Inasmuch as it is proposed that these insurance contracts be entered 
into annually and run for only 1 year, contracts made during such 
abnormal conditions as existed in 1920 to 1921 would need to be given 
special consideration. 

Excluding the season of 1920 to 1921, the average annual loss for 
the 19 years included in the calculation is 56.6 cents per bale. A pre- 
mium of $1 per bale, or one-fifth of a cent per pound, would provide 
for the usual losses and allow a considerable margin, which should be 
placed in a reserve to take care of unusual conditions. I would sug- 
gest a premium of $1 per bale, which is practically double the actual 
loss. 

The underwriters of this contract will be taking the position that 
the cotton trade of the world is right to the extent that they will at 
least get back the price they paid for cotton, without carrying charges, 
storage, insurance, and interest. 

The benefits to be derived from this plan are: (1) Banks can safely 
advance to the cooperative associations the spot-market price for cotton 
on the day of delivery, less carrying charges. (2) Cotton cooperative 
associations and their members will be insured against losses in con- 
nection with the orderly marketing of members’ cotton. (4) Members 
of the cooperative associations, in the event of gains accruing through 
their associations obtaining higher prices for their cotton than were 
paid to them on the day of delivery, will receive such gains. (5) Due 
to the fact that the member is paid approximately the full market 
price for cotton at the date of delivery, and, hence, subsequent partial 
payments will be unnecessary, operating expenses of cooperative asso- 


364 AGRICULTURAL REFORM IN THE UNITED STATES 


ciations would tend to be reduced considerably. (6) Due to the fact 
that the producer is not guaranteed a specific or artificial price, but 
only against a seasonal decline in a price based on supply conditions, 
the tendency to stimulate production in excessive quantities is not 
present under this plan. (7) All of these factors would combine to 
strengthen the cooperative associations and to promote the orderly 
marketing of cotton. In other words, it would give the cooperative 
marketing association financial and insurance facilities that other dis- 
tributors have. 


One other detail of the plan in operation was explained by 
Mr. Bledsoe in response to questioning. The individual growers 
would receive upon delivery of their cotton the New Orleans 
spot price for that day less the cost of carrying the cotton to 
time of sale, an amount estimated by Mr. Bledsoe at 2 cents per 
pound. 

Mr. Bledsoe wished to have this substituted for the equaliza- 
tion fee arrangement for cotton, but was very willing to have it 
included in the MeNary-Haugen bill. The data which he sub- 
mitted in support of it were compiled for him by the certified 
public accountants Ernst and Ernst. The decline in price for the 
year 1920 to 1921 which Mr. Bledsoe omits was $27.30 a bale. 
Including this decline with those of the other 4 years would 
have made the average loss for the 20 years $1.90 a bale. A 
margin of safety of 100 per cent would have raised the insurance 
fee to 0.75 cent per pound for cotton. 

Any price statistician will realize that this 20-year series 
of prices needs to be corrected for a pronounced secular trend. 
The average price for the last 4 years of this period was 14 
cents a pound higher than for the first 4 years of the period. 
This means that in the course of almost any one of the years 
the price level was appreciably higher than at the beginning of 
it. If all such increases were removed, there would have been 
more years than these five when a decline would have appeared. 
The big drop in 1920 to 1921 may properly be looked upon as 
the necessary offset for the accumulating increase in cotton 
prices during the preceding 15 years. Some of the increase since 
1921 includes the same factor. It may be proper to exclude a 
single catastrophic year such as 1920 to 1921 from such an analy- 
sis, but one cannot bank upon a price level constantly rising as 
during all of these years except one. 
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It will be remembered that the Ketcham bill included provi- 
sion for price insurance as one of its attractive features. The 
Secretary of Agriculture has also indicated that this would be a 
desirable supplement to a Stabilization Corporation. This means 
that in all cases the proposal is price insurance combined with 
plans for handling weather surpluses and orderly marketing 
generally. Students of insurance usually set up four require- 
ments for an ideal insurance risk. The primary requirement is 
that the hazard be ‘‘not.subject to control.’’ It should be clear 
from our discussion of Stabilization Corporations that their 
primary intent is to make the price higher in the autumn than 
it otherwise would be whenever there is a large crop. This 
would be controlling with a vengeance. If in any year the price 
was set at too high a figure in the fall, it would be sure to go 
lower later on. Thus not only would the stabilization reserves 
suffer severe drains, but the insurance fund would stand in 
danger of being wrecked also. 

The second requirement of a good insurance risk is that the 
loss be ‘‘highly predictable in the aggregate, but not in individ- 
ual eases.’’ If price levels did not change, it would be possible 
to predict the probable change in price during a marketing year 
with reasonable accuracy over a 20-year period. With price 
levels changing as they are, and prices of individual products 
afflicted with periods of ups and downs, it is not possible to 
make such prediction with reasonable accuracy over any period, 
and particularly not possible to do it for the next 4 or 5 
years, which is the period in which the plan is likely to break 
down. 

This requirement may be illustrated by reference to experi- 
ence in the accident field. New accident insurance companies 
are constantly starting and failing after a few years, partly 
because experience in that field is still rather limited, but more 
largely because accident rates are only moderately predictable. 
A large accident company carries enough risks so that its too 
low premiums on some are offset by too high premiums on others. 
A small company is not so fortunately situated. 

This leads to the third requirement of the good risk, namely, 
that it be ‘‘spread over’’ a large number of scattered cases. The 
price-insurance enterprise will have essentially one risk each 
year, which may turn out either good or bad. It is at the oppo- 
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site extreme from a life insurance company which carries 500,000 
separate risks at one time. 

The requirement of ‘‘infrequent’’ losses is violated by the fact 
that apparently one can expect prices to decline rather than rise 
in 1 out of.4 or 5 years in the case of cotton, and probably 
more than this in the case of wheat and some other products. 

The Ketcham and other measures which place the insurance 
feature on an optional basis letting the Farm Board decide after 
having made a careful analysis of the product as to the insura- 
bility of the risk, are therefore not likely to lead to any action 
because either the elements of insurability will be found want- 
ing, or the statistical basis for it inadequate at present. 


PARE V 
THE REFORMS 


The two preceding sections have been devoted mainly to dis- 
cussing the mechanism of reform. This last section deals with 
the reforms themselves. It is considerably broader than the 
preceding sections because it includes credit, taxation, transpor- 
tation, immigration, and many aspects of the program of agri- 
cultural reform which have scarcely been mentioned in earlier 
chapters. 

There is no pretense of thoroughness in the handling of these 
subjects. The aim instead has been to throw into relief the high 
spots of each of them, or to bring to the. fore certain features 
ordinarily overlooked. The treatment is bold, not cautious and 
wavering—intended rather to provoke thinking and discussion 
than to settle issues. 
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CHAPTER XVI 
PRODUCTION 


More of the proposals for fundamental agricultural better- 
ment have related to production than to any other phase of agri- 
culture. And rightly so. It is in this phase of agriculture that 
maladjustments have been most conspicious. They have arisen 
in part from important changes in production economy, such as 
in interregional competition and in the technique of production. 
Others have arisen from changes in consumption brought about 
by inventions and the rising standard of living. 

There is always much talk about adjusting consumption to 
production by means of advertising and in various other ways; 
but the practical accomplishment along these lines is insignifi- 
eant. In general, the consumer takes the income which comes to 
him and disposes of it as he sees fit, and the rest of society 
adjusts itself as best it can. This is something which economists 
came to appreciate scarcely 50 years ago. Agricultural people 
have been slowest of all to recognize it. They are still disposed 
to produce what they think their land is best suited to in the 
physical sense, or what they are used to producing or want to 
produce, and expect the market to absorb the product at a 
reasonable price. If it does not, then they clamor for tariffs 
and other price-manipulating devices which will give them ‘‘cost 
of production plus a reasonable profit.’’ But events of the last 
10 years have taught them much as to the need of fitting their 
production programs to the economic situation. 


FACTORY FARMS 


Let us consider the various proposals that have been advanced 
for improving agricultural production. The first which we shall 
name is the favorite of the business men—large-seale corpora- 
tion farming. The latest expression of this to receive the hearty 
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endorsement of the business world appeared in a pamphlet pub- 
lished by Robert 8. Brookings, founder of The Brookings Insti- 
tution, Washington, D. C. We quote him as follows: 


My own opinion is that the best means of hastening the present 
slow and harrowing process of agricultural regeneration is by the 
formation of agricultural corporations which will accomplish in organ- 
ization and management what big business has accomplished for in- 
dustry. Following the method pursued in the organization of the 
U. 8S. Steel Corporation, the most inefficient farms, which as now oper- 
ated are worth less than nothing, would be paid for in safe bonds of 
the “Agricultural Corporation” with some regard for their potential 
value; and the most efficient farms would receive their full present 
value in the same bonds, and their efficient managers would become the 
department managers of the corporation. As these corporations would 
combine all the advantages claimed by Campbell and Ford for large- 
unit farming, with the additional advantage in methods of efficient 
management shown by Professor Mead, 1 believe they would greatly 
reduce even the present low cost of production of the most efficient 
farmers; and that their securities would eventually become one of the 
most extensive and safest forms of investment for our people, con- 
verting the present immense and unprofitable values tied up in farm 
lands and equipment into an additional means of distributing the 
national wealth among all the people. While I am personally opposed 
to any and all income tax exemptions on bonds, if the government 
wishes to facilitate such a reorganization of agriculture, it could 
exempt agricultural corporation bonds, as it does land bank bonds, 
from income tax, under similar restrictions for insuring security. 


The Campbell reference in the foregoing is to the 95,000-acre 
wheat farm at Hardin, Montana, operated by Thomas Campbell 
after the manner of a gigantic engineering project, producing as 
much as 500,000 bushels of wheat in some years on one-half of 
this acreage, the other half lying fallow. Mr. Brookings says of 
this enterprise: 


It has been so successful at producing wheat in the calculated 
manner in which industrial corporations turn out other commodities 
that not only have substantial profits resulted, but remarkably high 
wages have been paid to laborers during the period of low prices. The 
corporation has even gone so far as to issue 20 per cent of its shares 
of stock as a bonus to the skilled laborers on the farm. 
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Mr. Campbell himself has concluded that ‘‘the biggest indus- 
trial opportunity today is in agriculture,’’ and predicts that in 
less than 50 years we shall have a United States Farming Corpor- 
ation larger than the United States Steel Corporation.* 

The reference to Professor Mead is to a book published by 
him in collaboration with Bernhard Ostrolenk from the Univer- 
sity of Pennsylvania press in July, 1928, in which the authors 
conclude that the solution of the agricultural problem is a fur- 
ther increase in agricultural efficiency. 

The reference to Henry Ford is to his farm at Dearborn, 
Michigan, which he operates in combination with his factory by 
shifting men from the shops to the land and back according to 
where the need for them is most at the moment; also to Henry 
Ford’s experiments in ‘‘his village industries’’ at Northville, 
where he has turned an old mill into a valve shop and worked 
out a problem by which employees work on farms part of the 
time and in his shop part of the time. Mr. Ford has stated his 
own theory on this subject in the following way: 


The moment the farmer considers himself as an industrialist, with 
a horror of waste either in material or in men, then we are going to 
have farm products so low-priced that all will have enough to eat, 
and the profits will. be so satisfactory that farming will be considered 
as among the least hazardous and most profitable of occupations. 


All students of agricultural economies will concede that there 
have been some important developments in agriculture which 
eall for a considerable reorganization of the producing unit. 
Professor E. C. Young of the Agricultural College of Purdue 
University summarized these as follows in the paper before the 
American Farm Economies Association last December: 


There has been a rapid increase in the amount and effectiveness 
of technical information in farming. The wealth of practical infor- 
mation and minute details that have been developed in connection with 
hog production alone in recent years puts the average farmer at a 
disadvantage. As this increased technical information becomes more 
effectively applied in actual hog production, the disadvantage of the 
poorly informed farmer will become increasingly evident. 


1It is appropriate to call attention at this point to the fact that 
Campbell’s first large-scale wheat-farming venture failed, costing its 
backers nearly $1,000,000. 
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There is the recently developed field of agricultural economies with 
its intensely practical information relative to markets, adjustment of 
production to take advantage of markets, the measurement and coordi- 
nation of the various factors in production, and its studies of ways and 
means of increasing the effectiveness of management. 

The increased speed and effectiveness of transportation and com- 
munication have tended to speed up farming somewhat and have 
decreased the importance of physical distance as a factor in the situ- 
ation. 

The extreme variability in market prices during this period of 
readjustment in farming has created at least a temporary situation 
which gives the farmer with marketing ability a decided advantage. 
Income studies in central Indiana indicate a much wider variation in 
income than formerly existed. During the 3 years 1925 to 1927, 5 per 
cent of the farmers made incomes in excess of $3,000; while during 
the extremely prosperous war period 1916 to 1918 only 7 per cent 
made incomes in excess of $3,000. Numerous farmers in this region 
have testified that the year 1926 was the most profitable in their expe- 
rience. Yet farming in this region has been generally in a depressed 
condition. 

This extreme variability in income is due in large measure to the 
wide fluctuations in market prices and the sudden obsolescence of types 
of farming that formerly proved profitable. Farmers who can analyze 
the market and who can quickly adjust their farm organizations to take 
advantage of new opportunities are able to make satisfactory incomes. 
This factor, which in former years was a relatively unimportant one 
and in most analyses was not even recognized, now becomes dominant. 
This situation presents an opportunity in group management that has 
not previously existed. 

The increased use of large and expensive labor-saving machines 
encourages large-scale farming or group operation. 


But do these changes warrant the prediction that agricultural 
production will presently be organized into large factory-like 
units? Students of economics and agriculture without a single 
exception are convinced that the answer is, ‘‘no.’’ They believe 
that large units will operate successfully in certain areas and 
with certain products, but that the great bulk of agricultural 
production will not take place on factory farms. 

They will say that all Mr. Campbell’s experiment proves is 
that in an area where one crop can be grown continuously on the 
same land year after year without any use of fertilizer and sold 


372 AGRICULTURAL REFORM IN THE UNITED STATES 


for cash, and this crop requires little work to be done upon it 
except at two periods during the year—planting and harvest- 
ing—and the work can all be done with power machinery, such 
a method of organization is feasible. Even in the area where 
Mr. Campbell has been operating, the land probably will not 
submit to cropping by this method continuously ; and when it 
is found necessary to combine livestock farming and forage 
production with grain growing, men will need to remain on the 
farms the year round. When that point is reached, his enter- 
prise is likely to go the way of all other similar large units and 
fail to make expenses. 

While the foregoing is the characteristic answer which stu- 
dents of farm management make to proposals such as Camp- 
bell’s, few of them want to be so sweeping in their statements 
as to say that no large units can be operated successfully. They 
believe that where production can be organized on the basis of 
one or two crops, or one kind of livestock, depending upon graz- 
ing for the most part, or where most of the work ean be done 
by machinery, units of considerable size can be operated success- 
fully. Surely, this has been demonstrated the world over so far 
as livestock grazing is concerned. Some rather large dairy farms 
are being operated successfully. If poultrymen can solve the 
problem of controlling disease in large mechanically operated 
poultry houses of the sort that are increasing in numbers in the 
East, there will be an increasing amount of poultry production 
upon an essentially factory basis. 

The basic ideas of the system of farming which Mr. Campbell 
advocates are sound so far as they go. It is true that as agricul- 
ture is organized at present many men are managing family 
farms who are incompetent and in the same neighborhood are 
farmers confining their energies to farms little if any larger 
whose ability is such that it ought to be spread over a much 
larger area. It would be highly advantageous if they could 
furnish a considerable part of the management of their neigh- 
bors’ farms as well as their own. The large-scale unit which Mr. 
Campbell proposes would differentiate the various grades of 
management and put that which has high capacity at the very 
top, and that which has moderate capacity in charge of depart- 
ments of the enterprise, and use the lowest grade of management 
for ordinary farm labor. But such a system would change prac- 
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tically all these men from entrepreneurs to hired employees. They 
would no longer be responsible for the success of the work which 
they were doing as they are when they are operating their own 
farms. Past experience has demonstrated that this is almost if 
not the major consideration. 

It is also true that large units of the sort Mr. Campbell pro- 
poses are much more likely to take advantage of technical im- 
provements and new discoveries of science and to manage the 
buying and selling more effectively; but this advantage also is 
generally completely offset by the loss of entrepreneurship 
interest. 

The factor next in importance is the economy of combining 
crop and livestock farming in the maintaining of the fertility 
of the soil. Commercial fertilizer probably will not be able to 
compete in staple crop production with farm manures and erop 
rotation. As soon as a system of combined livestock and crop- 
rotation farming is adopted, operating large tracts in single 
units becomes difficult. It is pointed out that the cattle and 
sheep ranches are being increasingly converted into farms which 
combine crops and livestock. 

The extent to which agricultural operations can be stand- 
ardized is a major factor in determining the balance of the fore- 
going advantages. With one or two products and very little 
dependence on the weather, as with a poultry enterprise, and to 
a lesser degree with a dairy enterprise, the work can be reduced 
to routine sufficiently so that very little in the way of continuous 
detailed supervision and readjustment is needed. In the case of 
large-scale crop farming, although the weather cannot be de- 
pended upon to be the same from season to season, one can go so 
far as to standardize operations on the basis of an average season. 
In the area where Mr. Campbell operated, rainfall is the only 
varying factor of importance. However, M. L. Wilson, manager 
of the Fairway Farms, a chain of farms also in Montana, has 
found that making quick shifts to forage crops and livestock 
when small grain fails, and planning the farming system so that 
these shifts can be made if necessary, adds greatly to the possi- 
bilities of successful farming in a semiarid region. The ordinary 
diversified farming systems of the principal farming regions of 
the United States lend themselves very poorly to standardization. 
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CHAIN FARMING 


The development in farm organization which is receiving 
most attention these days is what is commonly called ‘‘chain 
farming,’’ that is, the operating of a string of farms in one local- 
ity not too far removed from each other under the close general 
supervision of a landlord or general manager, with tenants or 
hired operators in residence on each. It must be made clear at 
the outset that this system involves more than simply a group of 
farms leased by an absentee landlord—an arrangement with 
which we have long been familiar. But such an absentee system 
might develop into chain farming if a proper leasing arrange- 
ment were devised and the landlord employed a competent gen- 
eral manager, or if the landlord himself were able and willing to 
act in that capacity. 

Such a system is by no means new in the United States. Some- 
thing very much like it has prevailed for a long period in the 
South under the name of the ‘‘plantation system,’’ under which 
a landlord or his representative manages rather closely the opera- 
tions of a considerable group of ‘‘eroppers,’’ that is, farmers 
who contribute practically nothing except labor and receive their 
pay in the form of a share of the product. It would now appear 
that the Corn Belt and some other sections of the United States 
are turning to the South for a suggestion as to the solution of a 
problem. 

The author studied the records of two such chains, one of 11 
farms and the other of 17, in the dairy-farming section of south- 
ern Wisconsin in the summer of 1916. The leases were the 
half-and-half dairy leases common in well-developed dairy 
regions under which the landlord furnishes one-half of the pro- 
ductive livestock and the feed purchased for it, and the tenant 
furnishes the other half of the productive livestock, the work- 
stock, machinery and labor, and the proceeds are divided half 
and half. On both of these chains of farms, the landlord had 
furnished the cattle from his own herds and had sold a half 
interest in the herd on each farm to the oncoming tenant, taking 
a chattel mortgage as security. The cattle were of good produc- 
ing strains, purebred sires from high-producing dams having 
been used for many years. Some of the milk cows were pure- 
breds. On both chains, the landlord controlled the feeding, and 
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on one of them also determined the dairy ration, the crop rota- 
tion and negotiated all the buying and selling. On the other, these 
decisions were left to the tenants. Both landlords kept records 
of the expenses and receipts of each farm. The chain of farms 
for which the landlord was furnishing the most management 
was returning the landlord annually from 7 to 10 per cent of the 
market value of his farms, or a total income of over $11,000 a 
year after allowing 5 per cent on the sale value of his farms. 
The other chain was returning the landlord from 4 to 8 per cent 
of the market value of his farms. 

In both eases, tenants in the area were very anxious to obtain 
one of the farms in these chains, because it was obvious to anyone 
that chances for prospering were greater on them than on the 
ordinary farms. Most of the tenants acquired enough property 
to become owners in a period of from 5 to 10 years. Starting 
with little or nothing, they ended with a full equipment for a 
farm, half a herd of high producing cows, and enough savings - 
besides to make the necessary first payment on a farm. The 
landlords were doing well in both cases, but the tenants were 
doing even better. The farms were being raised to a high state 
of fertility as a result of the keeping of so much livestock and the 
feeding of considerable quantities of purchased concentrates. 
Upkeep of buildings and fences was a considerable item of 
expense to the landlords, and more often than anything ase was 
the cause of annoyances. 

The landlords, in addition, had profited considerably from the 
rise in value of their farms. One of the landlords made the buy- 
ing of run-down farms and building them up under his system 
of farming an important feature of his undertaking. He had 
sold several farms at a 50-per cent increase in price after 5 or 
10 years. This study convinced the author that chain farming 
has important possibilities under the leasing system described 
and with competent general management. It calls for a land- 
lord who is a good manager; but it would seem to reward him 
much better than operating one large farm with hired labor. 

The author also studied a smaller chain in the potato-farming 
section of the state. On soil which would surely be described as 
sandy, the landlord had developed a system of combined dairying 
and potato farming, involving the growing of corn for silage, 
clover and soybeans for hay, and potatoes for a cash crop, and 
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using a certain amount of commercial fertilizer, which had 
proved profitable on his own farm. His next step was to buy 
a neighboring farm and establish a tenant upon it, using the same 
farming system; and then presently two more farms. His net 
income from his three rented farms combined was considerably 
more than from his home farm. 

The chain of farms which M. L. Wilson is now managing is 
in the semiarid portions in Montana, on land of the sort that 
was abandoned in a period from 1920 on. These farms range in 
size up to a thousand acres, and the principal crops are wheat 
and corn. In certain years considerable livestock is fed, and 
all of them combine more or less livestock with crop farming. 
The use of power machinery and the handling of a large acreage 
with a little labor is an essential feature of his farming system. 
This project was underwritten by one of the research founda- 
tions as an experimental or demonstration project, whichever it 
might turn out to be. Evidence points clearly to the latter 
outcome. 

Chain-farming enterprises in the Corn Belt apparently en- 
counter the difficulty that no leasing system has come into gen- 
eral use which is well suited to it. Professor Young of Purdue 
University finds that the landlords in Indiana are not willing 
to go to the expense of providing such farms with livestock 
and then turning them over to tenants to be managed to the 
degree that prevails under the usual livestock partnership lease 
in the area. It does not seem that this is an insurmountable 
difficulty. It ought to be possible to develop a leasing arrange- 
ment that will meet the needs of the situation. Another dif- 
ficulty is that too many of the landlords are not wanting to 
give the detailed supervision which is the essence of a chain- 
farming system. 

Professor Young is inclined to believe that the arrangement 
under which the landlord furnishes everything except the labor, 
supervises the operations closely, ‘and does all the buying and 
selling, and pays the tenant one-third of the proceeds at the 
end of the year, is most likely to work out satisfactorily in the 
Corn Belt. If such proved to be the ease, it would mean that 
a system essentially like the cropper system in the south would 
be introduced. 

Chain farming can also be developed with hired operators 
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on each of the farms; but it would not generally be successful 
unless a profit-sharing arrangement can be devised to go with it. 
No doubt something can be learned from chain-store systems as 
to this feature of the problem. 

Many of the groups of farms that have come into existence 
recently are the result of foreclosures by banks and insurance 
companies. It has not seemed best to throw them on the market 
just at present, and, in consequence, some plan for supervising 
their operation has come to be needed. In many eases a local 
bank or real estate man is looking after them in a superficial 
way for a fee of $1 an acre, or 5 per cent of the gross profits. 
But such a method results in exploitive farming and is unsatis- 
factory in many other ways. Hence, an interest has developed 
in systems calling for closer supervision under a hired general 
manager. 

The advantages of the chain-farming arrangement are easy 
to discern. It preserves the family and farm combination with 
the operator living in the center of things, obtaining a consider- 
able portion of his living from the farm and thus keeping down 
expenses, and utilizing his own family labor to advantage. It 
makes possible a year-round system of farming providing fuller 
utilization of the plant. The operator, whether under a leasing 
or a profit-sharing arrangement, has an important interest in 
the outcome and is disposed to give careful attention to details. 
A number of the important advantages of large-scale operation 
are still available, such as the utilizing of the higher qualities 
of management. The introducing of improved technique, the 
results of scientific discoveries, and buying and selling on a 
larger scale. Some of the labor can be shifted from farm to 
farm ; likewise some of the large-scale equipment such as thresh- 
ing and silo-filling machines. But some of the advantages of 
large-scale operation are not so available. For example, it is 
not probable that the use of power will be carried so far as 
upon a large factory-like farm. 


LARGER FAMILY FARMS 


The other development which should result from the new 
conditions described earlier is that the family-sized farms should 
become larger. Although not so spectacular a development, it 
would be far more important in the aggregate than either of 
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the two above described. Most of the farming of the United 
States will continue to be carried on on family farms as in 
the past. We can therefore afford to give most attention to 
such farms in any program of agricultural betterment. Such 
farms should become larger in two ways: first, by including 
more acres of land and keeping more livestock; second, by in- 
creasing the output per acre and per head of livestock. The 
first development ought to be the more important one for the 
present. The latter will develop when the food-consuming popu- 
lation of the earth increases sufficiently to warrant it. 

This development is described as one which should take place 
rather than one which is taking place. The factual basis as 
whether or not it is taking place now is not very adequate. 
There is no doubt about the increase in volume of output, but 
the movement toward more acres is still localized. How soon 
it will become general is a matter of forecast. The development 
to be expected in the near future will be mostly in the nature 
of substituting machinery and power for labor and farming the 
poorer grades of land more extensively. The increasing output 
per acre will take the form of an intensive use of the better 
grades of land. Both extensification and intensification, there- 
fore, will figure in the coming developments. On the poorer 
grades of land, grazing and hay will take the place of crops, 
and small grain crops the place of corn and other labor-consum- 
ing products. Considerable of the poorest land will revert from 
pasture to brushland and woodlot. Such developments will be 
especially conspicuous in the regions where soil has been de- 
pleted or the soil is light or the boll weevil has rendered cotton 
farming unprofitable or in the semiarid regions where pastures 
have been converted to crop land unwisely. On the other hand, 
some land not now in use which lends itself to the use of machin- 
ery and extensive farming will come into crop use. One ean 
expect still more semiarid land to come into use for wheat in the 
United States and in certain foreign countries as a result of 
the new economies made possible by the tractor combine; also 
similar developments in the growing of cotton on the western 
frontier of our own Cotton Belt and on the level stretches of 
land in the older part of it. 

The intensification of the culture which takes place on the 
better grades of land will probably take some new forms. It 
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will not involve the use of more hand labor, but instead the 
use of more capital. With the introduction of power and large- 
scale machinery, it becomes comparatively easy to prepare a 
seedbed more carefully than formerly, and to cultivate corn 
more frequently than formerly. Very little additional labor is 
required to apply more fertilizer, and the additional product 
resulting can largely be handled by machinery. Even the heav- 
ier rate of feeding of livestock can be mechanized. The har- 
vesting operations under the new conditions with the use of 
machinery will be more wasteful in the physical sense. More 
small grain will be wasted both in cutting and in threshing. 
More hay will be left on the ground. But these losses will be 
more than overcome by other ways of caring for the crop which 
ean be provided by machinery. 


INCREASING EFFICIENCY 


As to the contribution of Professors Mead and Ostrolenk tc 
the solution of the agricultural problem, it may be said that 
although few persons familiar with the data of agriculture 
would use them as innocently as they, the general conclusion 
which they derive from them, that the agricultural revolution 
which has been underway for 75 years or more has taken a 
fresh spurt in the last 10 or 15 years, is commonly accepted. 
Evidence concerning it was presented in Chap. I of this book. 
Important gains in efficiency of agricultural production have 
no doubt been made in this country since 1910. Important 
further gains can and will be made, and these will contribute 
eradually to agricultural betterment. Naturally, farm people 
clamoring for ‘‘social justice’’ do not like to be told that the 
way to escape from their condition is to look after their own 
affairs better. One farmer’s comment on the subject was that 
‘‘All Professor Mead tells us is to go back and slop our hogs 
—only do it more efficiently.’’ The agricultural economist’s 
comment on Professor Mead’s book is that it represents more 
nearly the point of view of the city man with respect to agri- 
culture than anything else which has been published. 

It is important to point out that agricultural efficiency means 
more output from the same input, and hence more total output, 
unless the input can be reduced; and this latter is rather dif- 
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ficult in a period when many farm people in difficult straits 
try to make ends meet by increasing their production; and 
machinery and power are replacing labor at a rate that calls 
for a more rapid migration to the cities than can reasonably 
be expected. The larger production resulting keeps prices from 
rising as fast as they need to, and, hence, keeps net farm 
incomes from rising, as has been the case since 1924. Under 
the circumstances, city consumers benefit from the increase in 
efficiency in place of the producers. Not until the larger prod- 
uct will sell at a price which leaves somewhere near the same 
profit per unit of product and, hence, a larger total net income, 
will agricultural producers themselves really benefit from the 
inerease in efficiency which brought it about. 

All agree that in the long run agriculture will benefit from 
increases in efficiency in its own processes ; but over short periods 
and under particular conditions, it may benefit little if any. 
In the whole period from 1910 to the present, agriculture has 
benefited considerably from important gains in efficiency. The 
resulting increase in volume of production per farm has been 
an important factor in the increase in net farm income which 
has occurred, and in the somewhat larger purchasing power. 
The same thing may have been true from 1921; but it is more 
likely that a smaller output per unit of input would have left 
larger net farm incomes than now prevail by causing prices to 
be more than enough higher to offset the lessened output. We 
ean be quite sure that this would have been true since 1924. 
The immediate need is for changes that will lessen input with 
the same or slowly rising efficiency, and with no increase in the 
total product. Working intensively the better acres does not 
contravene such a purpose, if the remaining acres are farmed 
enough more extensively to reduce the average rate of input 
of the whole. 


DIVERSIFICATION 


Diversification is commonly proposed as a remedy. The 
comment on this made by the deans of the agricultural colleges 
and presented in Chap. III covers this proposal very well. 
There are as many situations calling for more specialization as 
for more diversification. Let us take truck farming as an ex- 
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ample. The old-fashioned type of truck farm—in fact the still 
prevailing type in almost every area—produces a little dab of 
a very large number of small fruits and vegetables and takes 
them to the market each morning. Much of the product of 
such farms is of poor quality, because one cannot expect the 
operator of a small farm to be highly skilled in the technique 
of production and preparation for the market of a large assort- 
ment of fruits and vegetables, or to have land which is well 
suited to all of them. The new type of truck farm is one in 
which two or three truck crops are grown in large volume by a 
man who understands thoroughly how to grow them and sort 
them and pack them, who makes his attack on the market only 
when these are in prime condition. He grows them on land 
which is especially well suited for them. They do not keep him 
as busy the year round, but they are so planted that the work 
on the different crops dovetails to a reasonable extent. Fre- 
quently, a certain amount of general farming is combined with 
the truck crops. Some livestock is kept to use up the waste 
products and produce some manure. A little feed and forage 
are grown to provide for the work stock, and to give the land 
a chance to rest between truck crops. Chester County, Pennsyl- 
vania, furnishes a good example of the latter type of farm 
economy. 

The situation in the Cotton states is an interesting one from 
this standpoint. Diversification has been strongly urged for 
many years, but is not making much headway. The cotton crop 
utilizes the time of the farmers so completely during the grow- 
ing and harvesting season that there is little time for anything 
else. The boll weevil has already caused important changes in 
the farming, and is likely to make still more important ones 
in the future; but in general the changes have not been toward 
systems of farming in which cotton is grown in combination 
with other crops, but instead toward the complete substitution 
of vegetables and fruit and other crops, as in the coastal plain 
regions, or the complete abandonment of the land. In tracts 
of lowland with good pasture, dairying and beef cattle have 
established themselves successfully as a substitute for cotton. 
On the western edge of the cotton belt, a very highly specialized 
type of cotton farming has been developed in which the use of 
machinery is playing an important part, 
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No doubt there has been less actual diversification on regular 
cotton farms than would be desirable. If forage to feed the 
workstock and a certain amount of productive livestock could 
be substituted for a one-third or a one-fourth of the cotton on 
many of the farms, some time would be released to take care 
of these crops even during the peak-load season; and there is 
fairly good evidence that such a change would be profitable, 
even though the crops that might be substituted for cotton do 
not flourish well on most of the land which is now devoted to 
cotton. It does not take place to the extent that it should, 
partly because the thinking of the cotton grower, as a result of 
long habit, is focused too much on the size of the cash receipts 
from his cotton crop; likewise the thinking of the landlord. 
The leasing systems in use are not of the sort that encourage 
the change suggested. 

In the rice area, the need is not for a high degree of diversi- 
fication, but for a continuance of specialization in rice with 
forage crops substituted for idle land in the years when it is 
supposed to need a rest from rice growing; and probably for 
a certain amount of livestock to utilize the forage. 

In the range country, specialization in some one form of 
livestock should continue as at present, but there is much to 
indicate that except where the rainfall is too seanty, a com- 
bination of a considerable amount of cropping with the grazing, 
and the breaking of the ranges into sizable farm units, would 
be advantageous. 

Dairy farming has become more and more specialized in the 
strictly dairy farming regions. A larger and larger percentage 
of the incomes is coming from the dairy herds. 

In fact this latter can be taken as the general trend of 
developments in the so-called diversified-farming regions. This 
was clearly brought out by a study made by the University of 
Minnesota a few years ago. Out of the group of 500 farms, 50 
were selected that had been operated most successfully. It became 
apparent at once to the investigators that these farms were, for 
the most part, rather highly specialized; and an analysis of 
the data showed that one group of them were potato or truck 
farms obtaining 75 per cent of their income from one or the 
other of these sources and 22 per cent of it from their dairy 
herds; that another group consisted of beef cattle and hog farms 
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which obtained 68 per cent of their income from those sources 
and 13 per cent from dairy products; that another group of 
farms were essentially dairy farms obtaining 53 per cent of 
their income from the dairy herd and 31 per cent from other 
livestock, mostly hogs. These latter farms may be described 
as specializing in a combination of dairying and swine raising, 
a good deal of the corn being put into silos and fed to the 
dairy herd, but some of it being husked and fed to hogs, which 
also consume the skim milk from the dairy herd. The most 
diversified farms in the region were in the grain-farming sec- 
tion, where about one-third of the income was from grain, and 
the rest was about equally divided between dairying and other 
forms of livestock. | 

The foregoing examples indicate very well the general direc- 
tion which agricultural specialization is taking in the United 
States. Areas which have been highly specialized in one form 
of livestock, as our ranching areas have been, or in the produc- 
tion of a single cash crop, have become more diversified and 
have added either crops or livestock as the case may be, pro- 
ducing systems of farming such as exist on the so-called grain 
farms in Minnesota. Areas which have been highly diversified, 
with income from several crops and several classes of livestock, 
have tended to become more specialized and to obtain an increas- 
ing proportion of their income from one or two products. In 
other words, the tendency is toward a middle ground, toward 
specializing in a few products on each farm, these being selected 
in such a way that they supplement and complement each other 
to the best advantage. 

Summary.—To summarize the foregoing, it is clear that the 
progress of adjustment of agricultural production will largely 
be in terms of family-sized farms. In general, such farms will 
become larger in acreage and in amount of livestock kept. If 
the land on these farms is of varying grades and types, consid- 
erable of it will be extensively used. If some of it is rough 
and relatively infertile, it will tend to revert to ‘timber, and 
eventually a sizable woodlot will be one of the enterprises on 
a great many farms. The better grades of land will tend to be 
farmed more intensively, making use of machinery rather than 
hand labor to attain this. Costs will, in general, be reduced by 
the use of machinery and other labor-saving devices. Costs will 
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also be lowered by heavier feeding and using more fertilizer. 
More thorough cultivation will have the same effect if it can 
be accomplished without using more labor. Machines will be 
used even when they result in the wasting of considerable of 
the product. Weeds will be controlled better only where it can 
be done with machinery. Some of these developments will 
virtually amount to larger inputs, and will give larger outputs, 
unless offset by more extensive cultivation of the poorer acres 
and the keeping of fewer of the less-productive livestock units. 
Any innovation which results in an increased output from the 
same farm must be considered very carefully upon the stand- 
point of its effect on the price of the product. There will be 
more diversification in some cases and more specialization in 
others. 


PUBLIC AID 


The program of public service to assist in these adjustments 
must be very carefully considered. In particular, any procedure 
for the reduction of costs must be analyzed carefully from the 
standpoint of its effect on output. Most important of all, atten- 
tion must be focused upon the ways and means of enabling 
farmers to obtain more acres to manage, and to farm the poorer 
grades of land extensively. This aid to adjustment must be 
made available to individual farmers in various ways; but, 
necessarily, it must be planned mostly with a view to assisting 
at one time whole groups of farmers in somewhat similar con- 
ditions. 

To this end, the farming in. the United States should be 
mapped out rather carefully, first, in large regional units; and 
second, in many smaller subdivisions within these larger units. 
For these smaller units, more data must be collected and ana- 
lyzed as to climate and rainfall, frost hazards, soils, and other 
physical conditions. As soon as possible, machinery needs to 
be set up for collecting detailed records of yields of different 
crops in each area. Analysis needs to be made as to the rela- 
tion between rainfall, temperature during the growing season, 
amounts of fertilizer, numbers of cultivations, time of planting, 
and the yield to be expected. Similar data need to be worked 
up for different kinds of livestock, The price structure for each 
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farm product needs to be worked out carefully for the whole 
United States. Studies must be made that will indicate the 
trends of prices and the factors influencing deviations from 
such trends. All this information must be brought together 
and synthesized in such a way as to show for each system of 
farming what combinations of enterprises, amounts of cultiva- 
tion, rates of feeding and fertilizing are likely to prove most 
profitable. The results of such syntheses, together with a careful 
statement of the methods used in making them, must be made 
generally available to the farmers of the United States. The 
outlook reports must be more thoroughgoing and more detailed, 
and must be more widely disseminated. Indexes showing trends 
of incomes in the various areas must be worked out, so that 
it will be evident to the public agencies concerned with agricul- 
ture whenever any area is falling behind, so that special efforts 
can be made to discover the causes thereof and develop a special 
program to offset them. 

At present, such a campaign of study and extension is neces- 
sary to work out the best program for the abandoned acres in 
the old Cotton Belt. No doubt a certain amount of actual 
experimentation and testing out of the conclusions of analysis, 
such as upon the Fairway Farms in Montana, is highly to be 
desired. But such experiments should be upon a small scale 
at first. The problem has not been studied sufficiently as yet 
to determine even the way in which the experimental farms 
should be set up. Professor Pope, of the Alabama Polytechnic 
Institute, considers that cotton must continue to be the basis 
of agriculture in most of the South, that dairying and other 
livestock farming will prosper only in regions where grass and 
forage grow unusually well for the South, that fruit and vege- 
table farming must necessarily be restricted because the con- 
suming power of the population for such products is easily 
exhausted, that larger farms and more use of labor-saving ma- 
chinery on land that is level enough to permit it, is the principal 
hope for profitable cotton farming in the old Cotton Belt, and 
that the rougher land must go back to timber. He also thinks 
that a freer use of fertilizer and higher yields on the better 
acres will aid very greatly. This latter development is held 
back by reason of the fact that the farmers themselves and 
particularly the landlords do not care to take the larger risks 
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involved in the application of more fertilizer. But Professor 
Pope’s ideas on this subject would not be accepted by all stu- 
dents of Southern problems, and he would be most insistent of 
all that they be tested out on a rather small scale before they 
be generally adopted. 

Other areas than the South also present problems. In the 
semiarid regions, the use of more power machinery has appar- 
ently made crop-growing profitable on much land that would 
not have supported it under prewar conditions. But, no doubt, 
considerable natural prairie sod has been broken that never 
should have been, and a production program suited to this 
situation is much needed. In other sections of the West the 
problem needing attention is preventing overgrazing and over- 
coming the ill effects of it. 

For the first time in our history, the Corn Belt has become 
a cause for anxiety. This has happened because corn and hogs, 
which are the basis of the economy of this region, have lost 
in relative purchasing power since 1921. From 1900 to 1919 
the prices of these products rose more than those of any other 
major group of farm products; in fact nearly twice as much 
as the price of wheat and rye. In consequence, production 
expanded continuously until it reached a high level in 1919 and 
1920. For various reasons, among them expanded production 
in Europe, prices of corn and ac have been relatively low 
since the depression. 

In the North Atlantic states, the problem to be handled is 
an old one, and is perhaps less acute now than formerly. In 
the main, it consists of developing a system of farming that 
can handle large tracts of rough land extensively. It may 
involve a combination of livestock and woodlot farming with a 
small amount of small grain and forage. Unless such a system 
ean be developed, the agriculture of this region will increas- 
ingly confine itself to vegetables and fruit for the large urban 
centers nearby, and even these will seek out only the best lands 
—as at present the truck growing for the Boston market is 
tending to migrate to the Connecticut River Valley. 

Land tenure is closely related to production. Ownership of 
land is clearly preferable to tendency, other. things being the 
same. This is so obvious that we need not take space to dis- 
cuss it. But if ownership carries with it small farms, and the 
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restricting of the effectiveness of high-grade management, then 
ownership is not to be preferred. There is much ownership in 
the United States in regions of poor land or with small holdings 
that is much worse than the tenancy of other regions. A system 
under which a considerable fraction of the land is operated by 
tenants under proper leases, while the operator is learning how 
to be a manager and an entrepreneur and accumulating live- 
stock and equipment and operating capital, has much to recom- 
mend it. The principal objection to tenancy is that too many 
of the leasing arrangements are bad, especially in the South 
and in grain-farming regions generally. They are designed for 
a system of cash-crop exploitive farming with a landlord who 
cares to give no more attention to his farms than is needed 
to assure him that he will get his returns from the crop that 
is produced. In many eases, the landlords need reforming even 
more than do the leasing systems. Where leasing arrangements 
have been developed under which the landlord advances much 
of the operating capital, furnishes more or less of the livestock, 
and looks after his property properly, tenancy is contributing 
more to a prosperous agriculture than the small owner-operated 
holdings in other sections. There is also need that credit ar- 
rangements be provided that will enable tenants to become own- 
ers before they have accumulated a large amount of capital. 
The interests of the nation must be considered in any pro- 
gram of production adjustments. In the chapter on Tariff 
Revision, it was proposed that a system of rate making be 
introduced under which Congress would determine the national 
production policy for each farm product in the tariff schedule. 
Congress, in effect, does this very thing now whenever it agrees 
upon a tariff rate. But seldom is the analysis given to the 
question sufficiently in terms of national production policy. The 
tariff rates on beef and wool illustrate the point very well. The 
conservation of our soil resources, or the maintenance of some 
form of agriculture in the range territory, may warrant subsi- 
dizing these lines of production. In subsidizing the sugar-beet 
industry in the United States, due weight must be given to the 
fact that only by importing cheap foreign labor can this in- 
dustry exist. Do we want to introduce these elements into 
our population? We must also give weight to the fact that 
while any general protectionist policy for agriculture points in 
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the direction of more land in farms, it also points toward more 
intensive farms, smaller farms, and lower real incomes of farm- 
ers, that is, toward the so-called ‘‘peasant’’ farming of Ger- 
many and France; whereas the policy of producing only those 
products which ean stand on their feet in competition with the 
rest of the world, while it means less agriculture and less land 
in farms, also means larger farms and incomes, as does the 
agriculture of England and Denmark. 


CHAPTER XVII 
LAND UTILIZATION 


The principal need of the people of the United States in 
the utilization of their land is that they become conscious of 
the problems involved and give forethought to them. Our policy 
in the past, if we have had one, has assumed that the object 
is to get our land into agriculture as rapidly as possible. We 
have hastened to get our timber cut and our land cleared. It 
has been an accepted principle of land utilization that ‘‘farms 
follow stumps.’’ It has similarly been assumed that prairies 
must come under the plough. Seldom has it occurred to the 
rank and file of our people that some of our timberland is 
better suited to such uses than to crops, or that the nation might 
well prefer to have considerable of its land permanently in 
forests and ranges. Yet long before all the timber was cut, 
some of the farm land in the sections first cleared had reverted 
to timber again. And the clearing seldom followed closely enough 
on the heels of the logging to prevent much second growth 
from reaching merchantable size before the farmers arrived. 

The land-utilization problem, as it confronts us today, is a 
principal phase of our great national problem of conservation 
of our natural resources. Perhaps the possible depletion of our 
supplies of oil and coal and iron have received more attention 
in popular writing; but they are much less important to the 
future of the nation than the proper utilization of our soil 
resources. Here we are with a national asset of 1,903,000,000 
acres of land of varying sorts and conditions and varying de- 
grees of productivity in different uses. The problem is so to 
use these resources that present and later generations of us not 
too remote from the present will get the maximum use from 
them. If we employ them wastefully now for the sake of 
present profits, future generations will be denied much that we 
now enjoy. If this generation uses them too sparingly, those 
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to come will never get as much out of them as we might have 
done. We shall have behaved like the long-distance runner who 
loses a race because he runs so slowly at the start that he is 
unable to catch up at the end. We must expect the future to 
take care of itself to a very considerable extent, to make sci- 
entific discoveries that will take the place of some of the, re- 
sources which we are now consuming. 

There are extreme conservationists who are disposed to over- 
save, who think go hard about the billions of years ahead of 
us and the finiteness of present supplies that they weep to see 
any natural resources approaching even remotely a distant end; 
but this point of view is not characteristic of the American 
people. Rather, the opposite one of thinking only of immediate 
profits. The nation need not go to the extreme of the rabid 
conservationists, but it must look much farther into the future 
than the entrepreneur who is thinking only of the prosperity 
of his business in his own lifetime. Between the nation and the 
individual, therefore, is bound to be some conflict of interests 
of the same general sort as there is between a 1-year tenant 
and a landlord. 

At this point a clearer understanding of the true meaning 
of economy and waste needs to be brought into the discussion. 
The overzealous conservationist is disposed to look upon any 
failure to use any part of a product or any portion of our 
land domain as an economic waste. He wants to see all of the 
cultivable land in a cotton farm in some kind of a crop be- 
cause otherwise it may grow weeds. But suppose that the same 
amount of capital and labor expended on half as many acres 
will yield a larger net return to the farm operator. Then, 
clearly, it will be wasting some of these resources to spread 
them over the larger acreage. Coal left behind in pillars to 
support the overhanging rock is looked upon by such people 
as wasted; but any system of mining which required using 
artificial supports or filling the stopes with waste rock in order 
to remove the coal pillars, would probably cost more than the 
coal is worth, and hence would be a wasteful method of mining 
in the true economic sense. The arch-conservationists would 
have substituted many methods of farming that are truly waste- 
ful for those which they have described as exploitive of our 
natural soil resources. 
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But economy in such matters frequently depends upon 
whether the point of view is private or social. At present 
prices, it may not pay the coal operator to remove the coal 
pillars; but a few generations hence no one would consider for 
a moment a system of mining which failed to remove so large 
a percentage of the coal. In fact, the price of coal may be so 
high then that what was left in the pillars might be removed 
and profitably held in stock for a later generation, especially 
if the rates of discount used were as low as those at which 
governments are accustomed to borrow money. Even though 
many practices are not good private business, even figuring on 
the basis of low interest rates, they may be good national 
economy. A nation has to look much farther into the future 
than private individuals. 


POPULATION ASPECTS 


Land utilization also has an important relation to the popu- 
lation of a country. The future needs for land depend upon 
the rate of increase in the population. This rate has fallen 
off rapidly in the United States of late. It was 31.8 per cent 
between 1820 and 1830 and only 10.9 per cent between 1910 
and 1920. If the rate keeps on lessening, a point will be 
reached farther along at which the population is nearly sta- 
tionary, as it has been in France since 1870. The birth rate 
in the United States at present is 23.4 per thousand and the 
death rate 12.4 per thousand, leaving a net increase of 11.0 per 
thousand. But these rates need to be adjusted for the fact 
that the birth rate is declining. In a country with a falling 
birth rate, a larger proportion of the people are young and of 
child-bearing age than in a country with a stationary birth rate 
of the same amount, and hence birth rates are higher and death 
rates are lower. The adjusted figures would be around 20.3 
for the birth rate, and 15.3 for the death rate and 5.5 for the 
difference. This does not leave much room for further decline 
in the birth rate. According to P. K. Whelpton of the Seripps 
Foundation for the study of population questions, the urban 
white population of the United States has already attained a 
birth rate which, if stationary, would result in an actual popu- 
lation decrease of 6 per 1,000 each year. Our cities will largely 
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depend upon our own rural districts for their population in- 
crease in a future not far distant if the immigration bars are 
not lifted. Mr. Whelpton puts 200,000,000 as the upper limit 
of the population of the United States, and considers 180,000,000 
as the probable figure. The Bureau of the Census and Dr. 
Raymond Pearl of the Johns Hopkins University have made 
estimates that, while not identical, indicate roughly a popula- 
tion of 150,000,000 by 1950, 180,000,000 by 2000, and 225,000,000 
aS a Maximum sometime the next century. The population of 
the United States is now around 120,000,000. 

These estimates seem reasonable. There can be little doubt 
that the rate of increase in our population will continue to 
decline. But we must remember that in the time of Malthus 
similar forecasts were made, and the direst misery was predicted 
as a result of population pressure on the food supply. Then 
the Industrial Revolution came along, and in the next 100 years 
the population of Europe increased two and one-quarter times 
and the plane of living of the population improved nearly as 
much. Ordinary improvements in the arts will not upset the 
predictions of Pearl and Whelpton. The increased product 
resulting from them will be absorbed by a rising plane of living. 
But if some important new sources of food or power are thrust 
upon the world, all caleulations will be upset and the population 
of the earth will make a fresh start. 

So far as the utilization of the land of the United States 
is concerned the important question which we need to answer is 
what utilization of the land in the United States will be required 
by the increase in our population from the present 120,000,000 
to the 180,000,000 to 225,000,000 that are forecasted by the vari- 
ous agencies mentioned. Dr. George M. Peterson, who has 
recently completed an analysis of the land-utilization problem of 
the United States for the Federated Societies, has estimated 
that this increase in population ean all be taken care of without 
any diminishing of the per-capita returns, on our present acreage 
of land in farms. Following are the details of his estimate: 

The substitution of mechanical for horsepower that is likely 
to take place will release farm products sufficient to take care 
of 20,000,000 people. It is estimated that 90,000,000 acres of 
our present land in farms is used for growing feed for horses 
and mules, which at our present ratio of land in crops to the 
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population, is equivalent to approximately 40,000,000 people. 
Dr. O. E. Baker has estimated that the decrease in the number 
of horses and mules in the United States between 1920 and 1925 
alone increased the human food supply of the United States by 
3.3 per cent. 

The probable increases in our imports of farm products and 
decreases in exports will provide for 13,000,000 more people in 
the United States. It may be argued that importing food for our 
population is not taking care of it with our own resources; but 
these imports are of products which we do not grow; such as 
coffee, tea, rubber, bananas, and spices. 

Increasing efficiency in the utilization of feed by livestock 
and substitution of types of livestock which are more efficient 
users of feed, will take care of 12,000,000 additional population. 
Dr. Baker estimates that there was a 9 per cent increase of 
this sort between 1920 and 1925. 

Increases in yields of crops per acre and substituting more 
productive for less productive crops, for example, corn for small 
grain, will take care of 42,000,000 additional population. 

Finally, changes in consumption in the form of substitution 
of dairy products for meat, and of cereals for both, and an 
increasing use of fruits and vegetables, and certain reductions 
in wastes as a result of better marketing and more commercial 
canning, will easily provide for 10,000,000 additional population. 

The total of all the foregoing increases is 97,000,000. 

If these changes all had to take place within the next 10 
years, one would surely call the estimates preposterous. But 
remember that the population forecasters are allowing us from 
100 to 150 years to attain another 100,000,000 of population. 
A rate of change along the foregoing lines very much slower 
than that which has occurred in the last 10 years will take 
eare of the population increase amply. Our food supply is now 
keeping up with the population and maintaining about a steady 
volume of exports. Those who have studied our foreign trade 
in agricultural products all agree that it is not the lack of 
productive power that is now curtailing our exports of such 
products; but the increasing agricultural self-sufficiency of the 
importing countries. It is highly improbable that our produc- 
tion of food and textiles will fail to keep up with the population 
inerease. Imports will probably gain faster than exports, but 
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that will be because each new person born in the United States 
represents a potential increase in consumption of tropical agri- 
cultural products. We must focus our attention, as is done 
in Chap. IV, on the import-export balance of competitive agri- 
cultural products. 

Agricultural economists are also generally agreed that such 
changes as outlined by Dr. Peterson ean take place without any 
decrease in the returns to the labor and capital engaged in 
producing them. Even at the present time, the returns would 
be greater if the productive effort were confined to a smaller 
number of the better acres and animal units. Improvements 
in the agricultural arts and increases in the use of commercial 
fertilizers that will be highly economical will provide the addi- 
tional food and textiles as fast as the population grows. Even 
a country with agriculture as intensive as that of Germany 
demonstrated in the last 50 years that production per acre 
eould be almost doubled without raising the costs. 

The foregoing estimates provide for some changes in the 
dietary of the American people; but the new dietary will be 
as healthful and wholesome and even more varied than the 
old one. 

Although all of the foregoing can take place on the land 
now in farms and in crops, it is not likely to happen in this 
way. There is considerable land in the United States not now 
in farms which is more suited to agriculture than some of that 
which is, and we ean expect a slow movement of land in and 
out of agricultural use. Dr. R. P. Teele, the foremost student 
of land reclamation in the United States before his death a 
few years ago, estimated that in 1920 there were more than 
40,000,000 acres of land for which reclamation works had been 
built or were being built, that had not been put into cultivation. 
Most of this will eventually come into erop use. It is ecom- 
monly stated that there are 70,000,000 acres of irrigable and 
drainable land in the United States that ean be converted into 
crop land when the need for it arrives. But the new land which 
is most likely to be taken into agricultural use in the immediate 
future is not these tracts involving large reclamation expenses, 
but those which lend themselves to operation on a relatively 
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large scale with livestock and power machinery as the principal 
factors in the scheme of operation. 

While this new land is coming into agricultural use, other 
land will be going out of such use in the older farming regions. 
For a time, the two movements may approximately offset each 
other. But presently the taking of new land into farms will 
become the more important and there will be an inerease in 
crop acreage, with the result that the additional 100,000,000 of 
population will derive its foods and textiles from somewhat more 
than the present acreage of land in agricultural use. 

It should be apparent from the foregoing that there will never 
at any time be any strong pressure forcing land into farms. 
The changes will come about slowly. Any promoters of land- 
selling schemes who attempt to stampede prospective buyers by 
telling them that the land surface of the earth is limited and 
that it will never be possible to produce any more, should be 
prosecuted for fraudulent misrepresentation. As for the next 
25 years, we shall probably want no additional land in farms. 
The problem will be to utilize what now is in farms to the best 
advantage. Our present efforts must be directed toward in- 
ducing our farmers to cultivate more of their poorer acres 
extensively, and to use intensive methods on the more limited 
acreage of their better lands. The increases in efficiency which 
have taken place in the last 10 years, if spread to more farmers 
and over more acres, will amply care for the needs of the grow- 
ing population. Meanwhile, if 50,000,000 acres or more of our 
poorer farm lands ean be converted to timber use, and the 
40,000,000 already reclaimed or in the process of being re- 
claimed, can be brought into agricultural use, we shall have 
made a further readjustment of a very worthwhile nature. 

It is apparent from the foregoing that the chief land-utiliza- 
tion problem of the present generation is not providing more 
land for crop use, but finding other use for land which ought 
to go out of crop use in many areas, and taking care of the 
present population of such areas. We have a considerable area 
of farm land which is now overpopulated. The largest tracts 
of this are in the Appalachian Highlands stretching all the way 
from Canada to the Mississippi. In the northern portions of 
this highland the population has already moved out, in large 
part. It is moving out rapidly in that section of it included 
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in Pennsylvania, Maryland, and West Virginia. The congestion 
is the worst in the southern Appalachians. The development 
of manufacturing was the most potent factor in bringing about 
this change in the northern section of this highland. The same 
force is now operating increasingly at the southern end of it. 
There are sections where the young people are literally stream- 
ing out of the hills and valleys to the nearest new factory 
towns. In a section recently studied in West Virginia, two- 
thirds of the income of those still living on the land was 
obtained from work in nearby factories. Still farther south, 
the boll weevil has created an equally urgent situation over a 
stretch of territory reaching from South Carolina to Mississippi. 


LAND PLANNING 


It was stated at the beginning of this chapter that the need 
of the hour in land utilization was consciousness of the problem 
and planning of programs. Such programs have both na- 
tional and sectional aspects. From the standpoint of national 
planning, the need is primarily for sufficiently accurate and 
detailed facts as to the physical characteristics of the land and 
as to its present utilization, and a certain amount of mapping 
of the land surface. of the United States according to its most 
advantageous potential uses. Much of the planning on a broad 
national scale has already been done. In 1921, Secretary Wal- 
lace appointed a Committee on Land Utilization, with Dr. L. 
C. Gray of the Division of Land Economies as chairman, and a 
large membership from the various divisions of the Department 
of Agriculture. This committee assembled a large amount of 
useful data relating to the problem and made a series of esti- 
mates as to probable future uses of our land. But the data 
upon which these estimates were made were inadequate to a 
high degree. The estimates could be published only in the form 
of totals for the United States. Few maps could be prepared 
indicating in broad outlines by areas the present and potential 
land uses. Funds should be provided for such an undertaking 
in the near future. The name ordinarily given to such an 
undertaking is ‘‘the economic classification of land.’’ Such 
classification should be made first of all for those sections in 
which soil surveys have been completed. 
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It should be clear from the above that a classification that 
would indicate the potential uses of the land in detail within 
every county would be a great waste of public funds at this time. 
Long before the results of such a study would be ealled into 
use, the classifications would be out of date. Land utilization 
is not fixed and immutable according to soil types and climate. 
What is the best use of a tract of land in 1975 may be much 
different from its best use in 1930. What is needed is a clas- 
sification on broad general lines which will give us a reasonably 
accurate inventory of the potential agricultural and forest re- 
sourees of the nation, mapped out in broad outlines, and local- 
ized according to the commonly recognized geographical units. 
A considerable amount of intensive study of sample areas will 
be needed as a basis for this general inventory. 

Having this general inventory and outline as a basis, public 
agencies can single out specific tracts where significant changes 
in land utilization are underway or impending, and survey these 
in detail. To illustrate, it would undoubtedly be a waste of 
funds to undertake at this time a careful mapping by towns 
and counties of the resources of New England and to work out 
an economic classification on the basis of it. It is seriously to 
be questioned whether the project somewhat of this nature now 
underway in Michigan is not ill timed and ill advised. The 
only expenditure which can be justified for the present will be 
for the making of an inventory and classification along general 
lines. This ought properly to include a careful study of selected 
townships that would furnish the basis for a judgment as to 
the condition of the rest. The next step in a land planning 
program for New England would be selecting certain areas 
where developments have reached a critical stage and studying 
these with sufficient care so as to assist those living in the area 
with their readjustments. In an area as large as New England, 
perhaps several such studies ought to be going on at one time. 

In order to keep aware of developments in sufficient detail 
so as to know where to undertake special planning studies, some 
kind of a service for collecting current data is needed. It 
should assemble information as to movements of population in and 
out of the area, purchases and sales of land and the accompa- 
nying prices, and all the data necessary to calculate indexes of 
receipts and expenditures and net income, 
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There are many areas in the United States where detailed 
planning studies ought to be made in the near future, or should 
have been made in the recent past. No appreciable movement 
of settlers into any timbered or dry-farming area should be 
allowed until a careful survey has been made of the agricultural 
possibilities of it. Certainly no public funds should be spent 
for reclaiming an area until someone besides engineers have 
analyzed its agricultural problems. 

Once such studies have been made, the problem arises as to 
the method of reaching prospective settlers with such informa- 
tion. The immigration departments maintained by many states 
ought to be of a great deal of assistance along these lines. Some 
of them are. Most to be commended in this respect is the 
Immigration Department of the State of Wisconsin. In too 
many cases the program of such agencies has been getting as 
many settlers as possible into the state regardless of the after 
effects. P. S. Lovejoy, in an article in the Country Gentleman 
some years ago spoke of some of the states as maintaining an 
official ‘‘sucker list,’’ that is, a lst of prospective purchasers 
of land for the use of the land companies, so that they could 
turn loose their salesmen upon them. 

None of the efforts at regulation of land companies has been 
particularly suecessful. A proposal which has sometimes been 
made is that public agencies, either federal or state, maintain 
a list of ‘‘cooperating land companies’’ made up of companies 
whose offerings of land and selling methods have been examined 
by the public ageney and found to be commendable. The pro- 
posal has been objected to because it involves assuming too 
great a responsibility on the part of the public agency. 


AGRICULTURAL USES 


That there never need be a shortage of land for agriculture 
in the United States is made clear by a hasty examination of 
the data. In 1919, there were 956,000,000 acres of land in farms 
in the United States, almost exactly one-half of the total area of 
the country. Approximately 410,000,000 acres, or a little less 
than half, of the land in farms was called ‘‘erop land’’ at that 
time, but only 365,000,000 acres of the crops were harvested, 
the remaining being in fallow or having a crop too poor to 
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harvest. A total of 818,000,000 acres were used for pasture 
alone, and another 237,000,000 acres were woodland pasture. 
Part of this pasture was in farms and part not. There were 
only 248,000,000 acres of unpastured forests. The remainder 
of the 1,903,000,000 acres was either not in use or in farmsteads, 
roads, cities, villages, and parks. Between 1919 and 1925, the 
acreage in farms decreased 31,000,000 acres and the acreage in 
harvested crops 13,000,000 acres. 

The Committee on Land Utilization appointed by Secretary 
Wallace computed that the largest amount of land that could 
ever be used for crops without terracing steep hillsides or 
fertilizing pure sand was 973,000,000 acres. About one-half of 
this was crop land already in 1919. It designated 468,000,000 
acres as arid grazing land unsuited for any purpose, and 
262,000,000 acres as fit only for forestry with a certain amount 
of incidental grazing. Another 66,000,000 acres was left in 
an uncertain class as being fit for either forest or pasture and 
67,000,000 acres as waste land unfit for any use except possibly 
parks, consisting of absolute desert or rock. Another 67,000,000 
acres was set aside for cities, roads, railroads, and farmsteads. 

If the land of the United States were used as just outlined, 
the country would have less forests and less grazing land than is 
normal for a nation, and particularly less of these than is needed 
for a people with our standard of timber and meat consumption. 
One can expect that the major portion of the difference between 
the approximately 400,000,000 acres of land now in crops and 
the 973,000,000 acres capable of being thus used, will be for 
the most part utilized as forest and grazing land. Clearly, 
there is ample land for any agricultural expansion whieh can 
ever be prompted by the population of the United States. 


FOREST USES 


The original forested area of the United States has been 
estimated at 822,000,000 acres, of which about 352,000,000 acres 
has been permanently cleared and transferred to other uses, so 
that only 470,000,000 acres are now classed as forest land. Of 
this, 130,000,000 acres is virgin timber and the rest is second 
growth that has been allowed to develop without much care or 
protection. Half of this now contains some timber of saw-log 
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size. It is estimated that 81,000,000 acres of this land has been 
burned over so frequently that it is not now restocking with 
trees. The United States Bureau of Forestry estimates our 
annual use or destruction of timber at 25,000,000,000 cubic 
feet, and the annual growth on the 470,000,000 acres as 
6,000,000,000 cubic feet. We are thus using up our timber 
resources at a rapid rate. 

There are a number of ways in which the foregoing situation 
will be met. First, we will consume much less timber. The 
annual per-capita consumption of forest products in the United 
States is estimated at 228 cubic feet. In Europe as a whole, 
it is only 35.8 eubie feet, and in England only 15 cubic feet. 
This large timber consumption is a part of our standard of 
living, but it could be reduced very considerably without our 
feeling the effects of it. In the second place, we are increas- 
ingly substituting other materials for timber in buildings, fur- 
niture and a score of other uses. Methods are now being devel- 
oped for using corn stalks in place of wood for paper and 
insulating material in buildings. Our present annual growth 
of timber would permit a per-capita consumption for the present 
population of the United States of approximately twice that of, 
Europe. In the third place, with only crude forestry, consisting 
mainly of fire protection and the leaving of only seed trees, the 
annual growth on our present acreage of timber could be in- 
ereased from 7,000,000,000 to 14,000,000,000 eubie feet per year, 
which would permit an annual per-capita consumption of over 
four times that of Europe. It is estimated that intensive for- 
estry practices could increase the annual growth of our present 
timber lands to nearly 27,000,000,000 eubie feet, or more than 
our present consumption. But such forestry will never be prac- 
ticed to any great extent in the United States. Although forestry 
does not require a great deal of labor, it requires enough so 
that intensive forestry at prevailing wage rates in this country 
is not likely to prove profitable. Private capital thus far has 
had too many highly profitable alternative uses to stimulate its 
use in intensive forestry enterprises. It is reasonable to expect, 
however, that an increasing amount of forestry of the crude 
type above described, and considerably more intensive in certain 
respects, will come to be developed. 

Lastly, we can expect to have considerably more than 470,- 
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000,000 acres of land in forests. The available data indicate 
that 9,000,000 acres reverted to forests of their own accord 
between 1920 and 1925. This is a process which has been going 
on in an important way in the northern Appalachians for over 
50 years, and it can be expected to continue and spread to 
other regions. It has been happening in a conspicuous way in 
the sandy areas of Michigan since 1910. 

This process ean be hastened by a taxation system which is 
suited to the nature of forestry as a form of production, which 
makes its collections to a much larger extent at a time when 
the crop is harvested. This subject will be discussed in the 
chapter on Taxation. Given a suitable system of taxation, one 
can expect an increasing amount of capital to find its way into 
investments in forestry enterprises. Paper mills, mining com- 
panies, railroads, furniture factories, sawmills and other wood- 
working or woodusing enterprises can be expected to develop 
tracts of timber. Well-to-do people can be expected to build 
up estates of timber land, partly for the sake of a certain pres- 
tige which is always attached to land ownership, and partly 
because of the recreation obtainable on such an estate. More 
important than all else, one can expect farms in areas of mixed 
land, of which there is an abundance in the United States, to 
take on considerable tracts of woodlot as one of their enterprises, 
partly because of the increase in volume of business which will 
result, but also because of the winter work which is provided 
by it. 

But public ownership will always play a large role in for- 
estry. The national forests of the United States outside of Alaska 
contain a total of 140,000,000 acres. The states have 10,000,000 
acres of forest land. The cities and towns of Massachusetts 
own or control 60,000 acres of forest land. A carefully guarded 
policy of purchasing wornout farm lands in areas where agri- 
culture is dying out at present, and thus assisting the owners 
to move out, has much to recommend it. No way cotld be 
devised for spending $25,000,000 of money a year that would 
relieve agriculture more and save more individual suffering than 
to spend it upon the purchase of such land. The difficulty is 
one of managing such an undertaking with discretion and with- 
out paying more for such land than it is worth. The author 
believes that the United States Forest Service, assisted by the 
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right kind of an advisory board and the services of specialists 
who devote themselves to the problem of the valuation of forest 
land, can be trusted to handle this kind of a problem safely. 
All such purchasing should of course be preceded by a land 
classification survey of the area involved. 

The greatest need of forestry at the present time is for 
research in the economic aspects of it, and the collection of the 
necessary data for such research. Altogether too much of the 
literature on this subject is based on data of a very questionable 
nature and conceivably highly biased. No data are available 
which would make it possible for an interested investor to fore- 
east the probable annual outlays and receipts from forestry 
enterprises. Such data are needed for all the different types 
of trees on many types of land in many sections of the United 
States. Very little is available that would enable one to deter- 
mine the most economical methods and practices under condi- 
tions such as exist in the United States. Some funds have 
already been made available for such research, but it should 
be pushed much more vigorously than is at present contemplated. 


RECREATION USES 


It is also clear that there is an abundance of land available for 
recreation uses in the United States, and much land has already 
gone into such uses. There are 528 state parks in the United 
States, with a total area of 2,265,000 acres; but all but 500,000 
acres of this is in 89 parks in New York State which would 
be classified as forests rather than parks if the cutting of trees 
was not prohibited. The 19 national parks have an acreage of 
7,500,000 acres and 64 smaller parks set aside as national memo- 
rials or military reservations contain 2,900,000 acres. In addi- 
tion, a number of cities have parks outside the city limits. There 
is Denver with its 21 such parks; Cook County, Illinois, with its 
30,000 acres of ‘‘forest preserves’’; and Boston with its subur- 
ban tracts controlled by the Metropolitan Park Commission, One 
needs only to mention the rapidly increasing amount of land 
which has been converted to golf links, both publie and private, 
in recent years. 

There are those who deplore such developments, thinking of 
the crops that might be grown upon them and the eattle that 
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might be pastured. We had an orgy of such feeling during the 
World War and have not yet fully recovered from it. If the 
people of the United States were living close to the subsistence 
level, there would indeed be some reason for such sentiments; 
but, as it is, we are actually spending by far the larger portion 
of our income on conveniences, comforts, and pleasures that are 
above the subsistence level. Only a part of what we pay as rent 
represents actual subsistence. As one sociologist expressed it, 
““We strive today not for bread, but for jam on the bread.’’ 
The issue, therefore, is whether the pleasure and comfort to 
be derived from the direct use of land in parks or in other pleas- 
urable’ ways is greater than we would derive from the additional 
food which we might produce. In view of the plethora of food 
and textiles which now afflicts us, it seems clear that the direct 
uses are highly to be commended, even though taxes have to be 
collected to provide for them. As automobile travel increases, 
interest will grow in providing recreation facilities of the sort 
which makes such travel more interesting and pleasant. More 
attention will be given to scenic highways, to camping sites, 
and trails. 

The natural combination of forestry and recreation uses 
furnishes a special reason for expanding our forests, especially 
those under public ownership. 

New York state has furnished the model for the rest of the 
states to follow in the matter of parks and recreation grounds 
and the combination of these facilitates with forest reserves. 

We are just beginning to realize an important aspect of the 
problem of recreation in relation to highway travel. As will be 
pointed out in the chapter on Transportation, a family can travel 
in an automobile much more cheaply than by railway. If facili- 
ties can be provided for camping out at night, they can take an 
outing at relatively little cost. A combined park and highway 
system ig therefore an important contribution to the life of 
people in moderate circumstances. 


RESIDENTIAL USE 


Any program of land utilization for the United States must 
figure much more largely on the use of land for residential use 
than has ordinarily been contemplated. A rapidly increasing 


404 AGRICULTURAL REFORM IN THE UNITED STATES 


number of people are living all or part of the year out in the 
country. The 5-day week is becoming more common with busi- 
ness and professional people. Factories are also moving out into 
the smaller towns, and workmen are living several miles from 
the plant and drive in each day. Travel by air may figure in 
this problem presently. It is significant that only in Rhode 
Island, Connecticut, California, and Florida is the average value 
of farm land higher today than 1920. It is not the use of land 
for farming that accounts for these valuations. 


FOREIGN INFLUENCES 


It is clear from the foregoing that so far as internal condi- 
tions are concerned, the United States has an abundance of land 
for all possible uses and for any increase in the population which 
is likely to oceur. But one must also take account of the ratio 
of population to the land in other countries. Population pres- 
sure is already severe over a large part of the earth, and Pro- 
fessor East, after careful study af the situation in Europe, has 
come to the conclusion that pressure on the means of subsistence 
will be felt keenly even there within 100 years. He expects by 
that time that the cultivable portions of Africa and South Amer- 
ica will have been developed and that the food which they pro- 
duce will have gone to feed the population of the world which 
is increasing at the rate of about 12,000,000 per annum. 

Let us assume, for the sake of analysis, that this happens. 
What will be its effect on the United States? There will be pres- 
sure on the nations which have raised immigration barriers like 
the United States, and this will be a eause of international fric- 
tion. (Recent tendencies, however, indicate that the right of 
any nation to determine its own population by immigration re- 
strictions will presently be firmly established.) In the second 
place, the increasing ratio of the population to the food supply 
will raise the prices of farm products the world over and eause 
people everywhere, even in the United States, to spend a larger 
proportion of their income for food and clothing. More land 
will be devoted to crop use in the United States and the eultiva- 
tion will be more intensive. The higher prices will not only 
stimulate the larger production needed, but will make it as 
profitable as present production. Exports of farm products will 
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be stimulated by the higher prices. The movement of the popu- 
lation of the United States to the cities will be checked somewhat, 
possibly even reversed at times, unless improvements in the agri- 
cultural and industrial arts or other economies will offset the 
effect of higher prices paid for food and clothing. The whole 
country will experience somewhat lower real incomes than other- 
wise would prevail. The cities will, of course, feel this more 
than the country. But one does not need to be unduly op- 
timistic to believe that improvement in the arts will keep real 
costs from rising so far as the United States is concerned. 


A NATIONAL LAND-PLANNING COMMISSION 


The report of the Business Men’s Commission proposed the 
establishment in this country of a permanent commission to 
consider problems of national land planning, this to be financed 
by a federal appropriation, but to be independent of any of the 
existing departments of the government. Many have doubted 
the value of such a commission. It seems to the author that if 
it were properly constituted and properly financed it could serve 
the nation in a very important way. The commission should 
consist in part of high-grade public-spirited men of the sort that 
are appointed to serve on important occasions, and in part of 
outstanding students of agriculture and other pertinent land- 
economic problems. None of the appointees should be connected 
with enterprises that have any interest in promoting land devel- 
opment. There should be a technical staff of men capable of 
making studies of areas and reporting in definite terms the 
conditions existing in them. The results should be published and 
given wide distribution. 

If we had such a commission at the present time, it could make 
a study of the proposal to develop the Columbia River Basin. 
It would take into account more than the local interests of the 
people in that territory. It would consider the ratio of popu- 
lation to the food supply and trends in our imports and exports. 
Such a commission could review such programs as the effort of a 
group of railroad companies to restock the areas which were 
abandoned after the World War, and report to the nation on 
the best national policy with respect to these regions. It should 
have financial support enough to make careful studies of the 
problems which arise. 


CHAPTER XVIII 
MARKETING 


The importance of marketing reform is apparent from the 
fact that the margins between prices paid by consumers and 
received by producers of farm products have not only failed 
to narrow, but have actually been increasing, during the last 
few years, if we may assume the indexes in Chap. I to be depend- 
able. It is generally agreed among economists that competition 
is not working in such a way as to give us economy and efficiency 
in the field of marketing. Although small units have higher 
eosts than the medium-sized and even large units, they do not 
die out, but increase in prevalence. Advertising and selling are 
coming to represent a larger and larger proportion of the price 
which the consumer pays for many articles. Competition seems 
largely incompetent to bring about the general reorganization of 
the marketing system which seems to be called for in many lines. 
The consumers continue paying more and more for marketing 
service and seem to have found no adequate ways to prevent it. 
Some of this is for additional service that may properly be 
ineluded as part of the rising seale of living; but much of it 
consumers would not pay for if they knew they were doing it. 

How eompetition fails to eliminate the inefficient and keep 
down the number of marketing units in the ease of retail stores 
may be explained as follows: The new store starting in a com- 
munity usually gets enough patronage away from the old stores 
so that it can survive long enough to force the old ones to raise 
their margins a little. Then all of them are on the same level 
of competition. Meanwhile, the consumers of the community 
have come to support one more marketing unit. If they appre- 
ciated the fact that in patronizing the new store they were step- 
ping up the price of their groceries they would not do it; but 
they seldom realize this. 

The adjustments called for in the field of marketing are in 
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part in the nature of improvements in the organization and 
business practices of individual firms and cooperatives. They 
can be helped in this to very good advantage by associations of 
their own which they set up; also by public agencies which make 
careful studies of their problems and use the results in educa- 
tional programs; and also by various types of current informa- 
tion service that will enable them to plan their buying and selling 
more intelligently. The producers themselves can be provided 
with a vast amount of information as to prices, competing sup- 
plies, market outlets, and shipments which will be of service to 
them in planning their selling. Cooperative associations need 
assistance of this kind even more than do proprietary units. 
Careful studies of the chain of processes by which commodities 
are moved from the producer to the consumer, and of the various 
marketing units and the way in which they fit together, may 
furnish the basis for a better integration. 

It needs no argument that there must be a limited amount 
of regulation in order to protect shippers, insure the validity 
of warehouse certificates, and secure the necessary uniformity in 
grades and comparability of price quotations. Whether more 
of such regulation is needed or not, and if so, where, would be 
difficult to answer at this time. Experience thus far with the 
Grain Futures Act and the Packer and Stockyards Act does 
not encourage one to recommend more legislation of the same 
kind. Perhaps strengthening and clarifying these two acts would 
make them more worth while. Our national habit seems to be 
to pass such legislation before the problems involved have been 
sufficiently analyzed. One of the reasons that they are not ana- 
lyzed is that the data and records are not available. It would 
seem that the first step to be made in a program of regulation 
ought to be to require certain records to be kept and made avail- 
able to the proper authorities for careful study and analysis. 

Of more importance is the providing of marketing services 
of the kinds that only public agencies can offer, that will be help- 
ful to producers in the preparation of their goods for the market 
and selling; to middlemen in their buying, processing, storing, 
financing and selling; and to consumers in their buying. 

It should be made clear at the start that these services should 
be made available as they are at present to all classes of users, 
proprietary as well as cooperative. It is commonly believed in 
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the trade that much of the public service of these sorts is in- 
tended for cooperatives only; but at no time has it been the 
intention of Congress or of the Department of Agriculture, or of 
the public agencies in most of the states, to confine their attention 
to cooperatives only. It is true that the cooperatives have made 
freer use of most of such services. Private-marketing businesses 
have been disposed to accept sparingly of many forms of public 
aid. For example, if a short course in elevator accounting were 
offered by one of the agricultural colleges in the Grain Belt, 
there probably would be three representatives of cooperative 
elevators present to one representative of a independent or line 
elevator. Private enterprises have been disposed to fight shy of 
government activities of all kinds, possibly for fear of inviting 
unwelcome intrusion into their affairs. The records of coopera- 
tive associations are, necessarily, open to all the members, which 
is almost equivalent to making them public property; and they, 
therefore, have nothing to conceal and everything to gain from 
almost any form of public service. 

It is also true that a few cooperative leaders feel that the 
cooperatives should be granted special privileges in the matter 
of public aid, and, in particular, special access to useful informa- 
tion. A little thinking should convince them that such a policy 
would be mistaken. It would result in having the government 
and the cooperatives arrayed against private business, which 
would create an intolerable situation, disastrous to the coopera- 
tives in the end. But this does not mean that the cooperatives 
should not receive special consideration of the right sort. Secre- 
tary Jardine constantly referred to the agricultural cooperatives 
as ‘‘infant industries,’’ entitled to ‘‘protection’’ in order to get 
them started in the same way that many manufacturing indus- 
tries have been assisted in the past and are still being assisted. 
The analogy is perfectly good. In the nature of things, a eoop- 
erative enterprise is especially difficult to launch successfully. 
Its management and directorship is likely to be inexperienced. 
Much has been said to the effect that cooperatives should go out 
and hire the very best managerial talent available. While this 
is good advice, it has more often led cooperatives into error than 
it has helped them. It is frequently impossible for a cooperative 
to take away a really successful operator from private employ- 
ment, and the men that have been secured have often fallen far 
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short of so qualifying, though they have been paid salaries on 
that assumption. Some of them have been east-offs of private 
business. When they have secured the services of really capable 
operators, they have commonly found them too completely im- 
bued with the philosophy and the methods of competitive business 
to understand how to work in a democratically organized eoop- 
erative. They have been inclined to insist on centralizing the 
management altogether too much. 

Before a cooperative can be really successful, sufficient time 
must pass to allow the membership to be rather thoroughly edu- 
cated as to the nature of the organization and its functioning 
and their duties with respect to it. Improving the quality of 
the product is one of the most important bases of the success 
of a cooperative, and, obviously, this cannot be done in a year 
or two. Such an organization frequently has limited capital 
at the start. A common arrangement is to attempt to borrow 
the necessary funds and repay them out of the first few years’ 
business by deductions from receipts. This means that the mem- 
bers receive smaller returns at the start. Perhaps, most impor- 
tant of all, trade connections and market outlets must be devel- 
oped. Then, finally, private business usually becomes alarmed 
as to the possibility of loss of some of its volume and may resort 
to unfair tactics and even to a certain amount of joint action 
in combating the cooperative. When private business is as 
highly centralized as in the case of tobacco, such opposition is 
almost fatal to the success of any cooperative. The foregoing 
should make it abundantly clear that cooperative enterprises do 
need protection in their early stages. The question then is, What 
form shall this protection take? This will be discussed later. 

Looking at our marketing system as a whole, its greatest 
weakness is its lack of integration. For the most part, it consists 
of a very large number of small units operating independently 
of each other. As a result, it frequently happens that prices are 
so low in the primary or producers’ markets that producers can- 
not afford even to harvest the crop, and yet many consumers are 
refraining from buying because the prices are so high. Prices 
in the consumers’ market do not quickly and adequately reflect 
conditions in the producers’ market. The loose links in our un- 
integrated marketing system take up all the slack. <A well- 
integrated marketing system would begin first of all by lowering 
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the price to the consumer and advertising it freely. This would 
start a larger volume of product moving, which would reduce 
costs all along the line to a point where the growers could harvest 
much more of their crop to advantage. 

Considerable progress has been made in this direction in the 
last 10 years. The most significant development is the chain- 
store system. Chain-store organizations reach forward in their 
buying much nearer to the producer and thus remove several of 
the loose links or take the slack out of them. This is well illus- 
trated in the present season in the case of potatoes. Chain 
stores in New England are offering Maine potatoes at prices 
close to 1 cent a pound, and have undoubtedly forced their com- 
petitors to a price much more in conformity with that which the 
growers are receiving than otherwise would have been the ease. 
The chain-store idea is spreading into many other lines of mer- 
chandising. Its recent important expansion is with department 
stores. 

From the standpoint of agriculture, what is most needed is 
that chain stores be established which eater to a somewhat higher 
class of trade so as to furnish them a more direct connection with 
the consumers of their high-quality products. At present, care- 
fully selected and packed farm products of uniform grade fur- 
nished by cooperatives are being sold at a wide range of prices 
in different stores according to the class of trade supplied. The 
price which the cooperative organization is receiving is largely 
based upon contracts made with chain store organizations cater- 
ing to low or medium-class trade. 

The cooperatives are destined to play a large part in the de- 
velopment of integration in the marketing field. They have 
already done more than any other group of agencies to bring 
producer and consumer more closely together and take up the 
slack in the system. Not only have producers’ and consumers’ 
prices of several products become more responsive to each other, 
but the margin between the two has been narrowed appreciably 
in the case of oranges and several other products. The general 
public can, therefore, heartily approve the efforts of the govern- 
ment to assist the cooperatives in developments to this end, by 
helping them analyze the processess by which goods are moved 
from producers to consumers and finding where the slack exists; 
by providing inspection at the point of shipment; by supplying 
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as complete market news as possible; and by helping them to 
seek out new trade outlets. 

The various marketing services which are now being pro- 
vided by government agencies are all the development of the 
last 15 years. In this period the problems incident to the various 
forms of service have been studied and methods have been tested. 
We are, therefore, now at the point where considerable expan- 
sion of them would be highly useful. First of all, the inspection 
service should be increased, particularly the inspection at the 
point of shipment, such as now is furnished the Land O’Lakes 
Association on its butter. Needless to state, this service should 
continue to be available to private organizations as well as to 
cooperatives, 

Although grades have already been established for most farm 
products, the work in this field is very far from complete. The 
grades established have been based altogether too much on purely 
technical considerations. They have been worked out for the 
most part by men with little appreciation of economic factors. 
The objective in any set of grades, from the standpoint of pro- 
ducers, is so to delimit them that one year with another the 
producers will have disposed of their total crop of all qualities 
in such a way as to yield them the highest net return after tak- 
ing out marketing expenses. This means that the matter of how 
large a part of the crop finds a market and how valuable a use 
is found for the rest of it, must be taken into account in the 
making of grades. From the standpoint of the consumers, the 
objective is so to delimit the grades that all the different classes 
of consumers year in and year out will consume to the fullest 
possible extent, consistent with a similar utilization of other 
products competing for their income, the crop as it comes from 
the producers. A system of grades which puts potatoes into a 
grade that rarely finds a market, that consumers would fre- 
quently use if put in a higher grade, is uneconomical and waste- 
ful from the standpoint of both producers and consumers. The 
difficult feature of such a problem is the variability of the crop 
from year to year, both as to quantity and quality. The system 
of grades which will work out best one year will not work out 
best another year. It is entirely possible that certain kinds of 
flexibility should be provided for, although such a suggestion 
is anathema to the technicians who have been establishing grades. 
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The grades which the trade had established as a result of ex- 
perience were not based on technical considerations altogether, 
but took account of actual experience. They reflected the habits 
of the consumers and the producers. There is ample justification 
in some cases, therefore, for the opposition of the trade to the 
grades which the federal government has established. 

Another phase of the public service in marketing is the quot- 
ing of prices. It is highly necessary that quotations be based 
on uniform specifications so that the price as quoted will be 
comparable as between markets. If such is not the case, shippers 
will be deceived when they choose one market in preference to 
another. It is also necessary that they be comparable from year 
to year. Otherwise, our price records will be unsatisfactory data 
for price analysis. These considerations would seem at first to 
require that grades have exactly the same physical specifications 
in all markets and in all years. But upon further thought it 
appears that quotations which take into account conditions of 
supply and demand for different qualities would furnish a more 
realistic basis for comparison of prices between years than one 
that was absolutely inflexible. From this point of view, in a 
year when the potato crop is large, so that only a small premium 
is placed upon such a factor as size of the tuber, the middle 
grade should include larger potatoes than in years when the 
reverse is true. But shippers and buyers would probably prefer 
quotations that represented the same physical specifications. 

Whatever the situation is with respect to the foregoing, the 
method of price quoting should take it fully into account. At 
present, price quoting is an art without much if any scientific 
basis. To any statistician it will be apparent that the scientific 
basis of price quoting is what is known as ‘‘frequeney distribu- 
tion.’’ It seems highly probable that statistics can contribute 
something worth while to price quoting in time, and it is im- 
portant that more research be directed to this end. The market 
news service has also reached the point where it can properly 
be extended. It not only needs to reach more shippers, but to 
be made more specific and more immediately useful. 

One of the most important opportunities which public agen- 
cies have to help marketing is to carry on research, both technical 
and economie, in methods of disposal of temporary surpluses of 
perishable farm products, particularly of fruits and vegetables. 
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Although stabilization of planting, as already explained, will do 
much to reduce these surpluses, they will still remain to an im- 
portant extent and will constitute one of our great national 
wastes. Cooperative organizations have already made notable 
advances in the ease of oranges, lemons, apples, and sour cherries. 
Careful surveys of possibilities and basic technical research and 
experimentation will help other cooperative associations to make 
progress of the same sort. For example, it would be much worth 
while to determine the feasibility of canning some of the large 
surpluses of peaches that have developed in Georgia in recent 
years. It is reasonable to look forward to a time when canning 
and other forms of processing will provide a use for the surplus 
vegetables and small fruits that recur in every large trucking 
area. It is high time that the Department of Agriculture made 
a careful study of some important trucking area from this point 
of view. It stands to reason that an area which can combine 
some canning, even in short years, with the supplying of a local 
urban market, and a considerable amount of it in years of large 
production, has important competitive advantages in the canning 
industry. 

An increasing volume of research, teaching, and extension 
work is needed in the field of the economy of organization and 
management of all kinds of marketing business enterprises. Re- 
search must develop an understanding of methods of reducing 
their costs, of price policies, of accounting, of financing, of sell- 
ing, and a large number of other management problems. Much 
headway has been made along these lines in the past 10 years, 
but the work should be speeded up. Schools for the training 
of managers and prospective managers and employees of market- 
ing enterprises of various kinds should be developed in all of the 
state agricultural colleges. More of the graduates of the agri- 
cultural-college courses should look forward to employment by 
marketing concerns, combining economics and business with their 
technical training. Education is usually from 20 to 50 years 
behind time. If young men in agricultural colleges had been 
given this kind of training 20 years ago, the marketing of farm 
products would be upon a much more efficient basis at present. 

Although it may not appear so at first thought, probably the 
vreatest weakness in our whole marketing system is with the 
consumers, More could be accomplished by a comprehensive pro- 
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gram of research directed at determining the utilities in con- 
sumption goods and in educating consumers with respect to this 
than from any other program. At present, the consumer is at 
the mercy of the advertiser and the salesman to an extent that 
has made this one of the great national perils. Very little has 
been done to protect the ordinary consumer against such perils. 
What our departments of home economics in our agricultural 
colleges are doing is useful along these lines, but for the most 
part it reaches only the small number of students who come to 
their classes. What is needed is a great program of education 
that will reach consumers generally. The United States Bureau 
of Standards is constantly doing research work which furnishes 
useful information of this sort; but only a small amount of it is 
given out to the public. The Bureau of Home Economies of the 
Department of Agriculture is doing the best it can with its 
limited resources. Both of these agencies should receive greatly 
increased support, and, in addition, the Bureau of Standards 
should be authorized and required to publish its results more 
freely. 

There is an organization in the United States known as the 
Consumers’ League. It is undoubtedly rendering an important 
service in looking after the interests of workers in factories and 
stores and seeing that they are given proper working conditions. 
There are, however, many things about the goods which econ- 
sumers buy which are vastly more important from the public 
standpoint than the conditions of the workers who handle them 
in factories and stores. One is therefore disposed to argue that 
the Consumers’ League is using a name to which it is not entitled. 
Recently, another organization has begun in a small way under 
the name of the Consumers’ Club. Many readers will reeall a 
book which was published two years ago under the title ‘‘ Your 
Money’s Worth,’’ by Stewart Chase and F. J. Sechlink. It is a 
book which should be much more widely known than it is. The 
Consumers’ Club is an organization started by Mr. Chase and 
Mr. Schlink with headquarters at 2 West Forty-second Street, 
New York City, which, to the extent that its resources permit, 
makes studies of all the different commodities which are offered 
to consumers and makes reports upon these to its members. It 
utilizes so far as possible the work of the Bureau of Standards, 
the Department of Agriculture and the departments of home 
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economies in the states. Anyone can become a member of this 
organization for $2 a year and will receive all the reports now 
available and the new ones as they come out. It is a service 
worth many times more than it costs. If this club could expand 
so that it reached hundreds of thousands of consumers, and had 
an income of a million dollars a year, it would protect the public 
to an extent worth vastly more than what was spent for it. Un- 
knowingly, the American people are spending hundreds of mil- 
lions of dollars a year to be misinformed as to the goods which 
they buy by a large army of salesmen, advertising experts and 
a vast expanse of advertising space. It surely can afford to 
spend two or three million a year to support a public service 
or a cooperative service which will tell them the truth about the 
things which they buy. 

Agriculture will benefit from this in two important ways; 
first, in that it will do its own buying much more intelligently ; 
and second, in that its own high-quality goods will obtain a 
better market. Not until consumers are better informed and 
better protected are the best qualities of butter, eggs, and many 
other agricultural products going to receive their proper pre- 
mium. The correlation between the quality and the price at 
which these and many other goods are sold at present is start- 
lingly low. 

Cooperative buying by farmers can be assisted by a public 
service such as just described. The cooperatives themselves can 
make investigations as to quality of goods only so far as their 
limited resources permit. Cooperative buying is definitely in- 
ereasing in the United States. The basis of this increase is 
largely the protection which the members of such organizations 
are receiving against paying high prices for low-quality goods. 
The open-formula feeds and fertilizers which these organiza- 
tions are selling are of untold value to those using them. The 
same methods should be extended to many other sorts of com- 
modities. 

We now come to the matter of the cooperative themselves 
and the protection which they should receive, especially in the 
early stages of their development. In this country, we ordinarily 
think of the term ‘‘protection’’ as meaning an enhancement in 
price. It is doubtful if any protective device can be developed 
which will secure members an appreciably higher price for a 
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given product than is received by non-members. The method 
of patronage dividends to members is serviceable to this end and 
has already accomplished much to increase the volume of suc- 
cessful cooperatives. The higher prices which members of coop- 
eratives receive from pools than are received by non-members 
from private buyers also contribute to the growth of a cooperative 
whenever it is really successful. But, unfortunately, such pat- 
ronage dividends and such pool premiums are not generally pos- 
sible while a cooperative is getting started. The McNary-Haugen 
bill proposed to assist cooperatives in two important ways: one 
to collect a fee on all the commodity marketed, that would be 
available for their use in earrying out an orderly marketing 
policy; and the other, by providing that contracts to export 
should be offered to the cooperatives whenever possible with 
safety. These might have proved important aids in some eases. 
The price-insurance plan proposed by Mr. Bledsoe would have 
assisted the cooperatives by enabling them to pay approximately 
the full value of the crop at the time of delivery. The stabiliza- 
tion corporation plan of Secretary Jardine’s is very definitely 
pointed at helping the cooperatives to get on their feet, and is 
highly commendable from that point of view, except for the very 
important difficulty that the profits from the operations which 
it contemplates would not make the corporations financially 
secure. But none of these plans would give the cooperatives 
important price advantages. 

Neither does it seem possible by any form of legislation to 
lessen greatly the amount of competition which cooperatives must 
meet in their early stages. They can, however, be protected 
against unfair competition, probably to a greater extent than at 
present. It would seem desirable to have this matter thoroughly 
studied by the proper authorities and probably more specific and 
more rigorous legislation enacted with respect to it. The studies 
which the Federal Trade Commission have already made furnish 
an excellent basis for a start along these lines. 

The Capper-Volstead Act grants agricultural cooperatives 
immunity from prosecution under the antitrust laws so long as 
they do not unduly enhance the price of the product. This is 
a highly commendable provision and it has been reasonably ad- 
ministered. No cooperative organization should be allowed to 
work out a program for control of the product that will enable 
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it to exact significant monopoly profits over a period; but the 
advantages which the public will in the end receive from the 
improvement in the marketing system, from the standardizing 
of the product and the reduction of marketing costs which a 
successful cooperative achieves will amply repay it for any 
amount of temporary monopoly or brand monopoly which a 
cooperative may incidentally obtain in its early stages while it 
is working out its price policy. 

Another form of possible aid to cooperatives in their early 
stages is the grant to them of special credit facilities. All the re- 
cent farm-relief measures and even Secretary Jardine’s stabiliza- 
tion plan include such features. Saving the cooperative from the 
necessity of making deductions from the returns to members 
during its first 3 or 4 years will assist very greatly. Such a pro- 
vision must be administered very carefully. If the association 
fails, as very many of them do, it will be rather difficult for a 
public agency to recover its losses. Along with credit aid of 
this kind, therefore, must necessarily go a careful study of the 
proposed cooperative. Leaders in this field have been disposed 
to object to this kind of supervision, but they are probably un- 
reasonable about this. It is to be feared that men of the promot- 
ing type have had altogether too much to say about the starting 
of new cooperatives in the past. These will find any requirement 
for examination of cooperatives repugnant to them because it 
is likely to mean the spoiling of their plans in many eases. Pro- 
ducers will not feel the same way about such a requirement. 
They will probably welcome all the study that can be given to a 
proposed cooperative organization. If it is of the sort that 
federal agencies are not willing to assist by an advance out of 
a revolving fund, they should know about it in advance. 

In the aggregate, the most useful aid which cooperatives can 
receive in their early stages will be in the nature of assistance 
in making preliminary surveys, in planning the organization, in 
setting up systems of records and developing methods of analyz- 
ing them, in supplying them with data and market information 
and showing how it can be used, in analyzing the prices of their 
product and showing how to keep such an analysis currently 
available, and last and most important of all, in educating the 
members of the association in the fundamentals of cooperative 
procedure. In general, the most important service which public 
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agencies can render agriculture in the United States in the field 
of marketing is in facilitating a great national program of edu- 
cation in cooperation. The bases of successful cooperation are 
an understanding of its principles and aims and method of 
operation, and the cooperative habit. Farmers that have grown 
up in communities where cooperative associations abound will 
make almost any kind of a cooperative association sueceed. They 
go about it in the right way without much thinking about it. It 
is in the sections where farmers have had little cooperative 
experience that the problem is difficult. It is there where educa- 
tion must do its work. 


CHAPTER XIX 
TRANSPORTATION 


Transportation is a major problem in the United States. No 
doubt a larger proportion of the income of our people goes to 
pay for transportation of commodities and persons than is paid 
for this purpose from the income of any other country. It used 
to be said that transportation represented one-seventh of the 
volume of business of the United States. That figure is alto- 
gether too low since the recent increase in automobile use. If 
one allows only $400 as the average cost of operating the 23,- 
500,000 automobiles, taxicabs, motor trucks, and motor buses in 
operation in the United States in 1927, a sum equal to over 
$9,000,000,000 needs to be added to the something like $5,000,- 
000,000 which the National Bureau of Economic Research has 
figured out as the income of other forms of transportation 
service in the United States, making a total which is probably 
as much as one-fifth of the national income. 

A number of special circumstances make transportation espe- 
cially important in the United States. It is a country of long 
distances with many of its large population centers widely sepa- 
rated by sparsely inhabited areas. There are no tariff walls to 
interfere with the movement of goods within this vast area. Our 
plane of living is relatively high, permitting great variety in 
consumption and the use of commodities produced in other eli- 
mates both within and without the United States. Our people 
are able to do more traveling as a result of their higher incomes. 
Many of them have automobiles. It is estimated that 79 per 
cent of the motor vehicles registered in the world are owned and 
operated in the United States. 

These special circumstances are constantly becoming more 
important. Transportation is growing by leaps and bounds. 

Improvements in transportation increase the volume of trans- 
portation very rapidly, because they make it economical to ex- 
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change an increasing volume of goods, and to transport them over 
longer distances. It is commonly said that they lower the prices 
of goods to the consumer and raise the prices to the producer. 
While this is true so far as any pair of producing and consum- 
ing areas is concerned, they also frequently have the effect of 
bringing new areas of greater comparative advantage into com- 
petition and lowering the prices in old producing areas. They 
may also mean increasing the share of the consumer’s dollar that 
goes to transportation. This is illustrated by the following hypo- 
thetical case in which two areas are assumed to be potential 
producers of alfalfa hay for an eastern market: 


Original transportation Improved transportation 


Cost of | Freight | Total Cost of | Freight | Total 


production} costs costs |/production| costs costs 
AreaAtm # ae $7 $15 $22 $7 $10 $17 
Area Big. oar 14 6 20 14 4 18 


Area B is much nearer the market than A, and has much lower 
freight costs. Area A has favorable climate and soil and com- 
peting crops of such a nature that it can produce the alfalfa at 
as low a cost as $7 a ton. But even thus it cannot compete with 
Area B with the first set of freight rates, and hence is kept out 
of the market. Now let us assume improvements in transporta- 
tion that lower freight costs one-third. If Area B is going to 
stay in the market now, it will have to lower its costs to $13 
per ton. Let us assume that it cannot do so because of compet- 
ing crops. Before the freight costs were lowered, transportation 
costs represented 380 per cent of .the market price; they now 
represent 59 per cent of the market price. If Area B stayed in 
the market and produced one-half the crop, the freight cost 
would be raised to only 47 per cent of the market price. This 
hypothetical case illustrates what has been happening on a large 
scale in the world ever since steam was first applied to transpor- 
tation. The result is that our transportation bill is getting larger 
and larger, and transportation is taking a larger and larger slice 
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of our dollars. And yet we are getting our produce at relatively 
lower prices. Products have been produced in larger and larger 
proportions in areas better suited to them. This has increased 
the available supply of food, clothing, timber, and metals, and 
has been a large factor in the remarkable increase in the ‘vorld’s 
population since 1800. We can expect improvements in trans- 
portation to continue, and all the other results here described to 
follow.+ 


HIGHWAY TRANSPORTATION 


The outstanding development in the field of transportation 
is the greatly increased use of the automobile, which brings with 
it the problem of providing suitable highways. The 250,000 
miles of railway in the United States are capitalized at $21,849,- 
000,000. To build the 172,000 miles of interstate highway now 
laid out will cost fully that amount at present prices. To im- 
prove the proposed intercounty highways will cost nearly as 
much. Then there are the 2,500,000 miles of county and local 
highway. Assuming that the road system of the United States 
is half depreciated at any time, the investment in it will surely 
exceed by many billions our investment in railroads. Will the 
public stand for it? There can be little doubt that it presently 
will. As long as people keep on buying automobiles, they will 
keep on wanting good roads; and they will soon reconcile them- 
selves to the idea of paying what is necessary to get them. 

The Bureau of Public Roads has caleulated that the railroad 
freight charges on the 88,000,000 ton-miles of traffic on the 
Connecticut highways for September to September, 1922 to 1923, 
would have been $1,620,800, and that the railway passenger 
charges of the 1,439,000,000 passengers-miles traffic in the same 
period would have been $41,285,000, making a total of $42,306,- 
600. Over a 12-year period, the cost of maintenance-of-way for 
the railroads of the United States averaged 13.3 per cent of total 
receipts. Applying this percentage to the $42,306,600 would 
give $5,763,000 as available for maintaining a road system with 
the same carrying power. This represents 19.2 per cent of the 


1See the author’s ‘Production Economics,’? Henry Holt and Com- 
pany, New York, for further discussion of certain aspects of the transpor- 
tation problem. 


422 AGRICULTURAL REFORM IN THE UNITED STATES 


estimated $30,000,000 value of the Connecticut road system ex- 
elusive of right-of-way, which is surely as large a percentage as 
is necessary to maintain a road system. ‘dighway cost is there- 
fore not likely to be the limiting factor in highway transpor- 
tation.” 

It is frequently stated that a large proportion of highway 
traveling these days is luxury consumption. There is no doubt 
much truth in this. Studies made in five areas, all of them heavy 
traffic areas, indicate from 63 to 73 per cent of the usage of pas- 
senger cars as ‘‘non-business.’’ If country and local roads were 
included, the perecentages would be considerably lower. Ad- 
mitting that automobile travel is largely luxury consumption 
would not condemn it, nor presage its decline. The incomes 
and levels of living of the American people are rising constantly, 
and this seems to be the form which most of the expansion is 
taking at present. The saying was spread abroad by a Chau- 
tauqua entertainer a few years ago that ‘‘the normal ambition 
of every right-thinking American family is to have a boy, then 
a girl, and then a Ford.’’ Already it has been found advisable 
to elaborate the Ford a good bit; and a larger percentage of the 
people each year are wanting a more expensive ear. 

The first highway transportation problem to be considered 
is that of competition with the railroads. This is most important 
in the passenger-traffic department, and family automobile use 
is the most important aspect of it. The family that already 
owns an automobile can travel more cheaply in it than by rail. 
A trip in an ordinary day coach for a family representing four 
fares from Boston to New York and return will cost $65, and it 
will not be a very pleasant trip either. The gas, oil, and meals 
for the trip made in an automobile will not exceed over $15; 
and the trip will be enjoyable except in very cold weather. Time 
is a most important element in such a comparison. Business men 
ean make such a trip at night both ways and save several hours. 
If the whole family should decide to take the night trip to save 
time, it would cost them about $90. On long trips, the time 
element becomes so important as to preclude the use of the family 
automobile except for pleasure use or when business can be com- 
bined with pleasure. 

2 Analysis made by Bur. Public Roads, Yearbook of U. 8. Dept. Agr., 
1924, 
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The motor-bus lines are cutting in on passenger traffic on rail- 
ways in much the same way. Their advantage is that the unit 
cost of a trip is smaller, so that they can operate on a more 
frequent schedule. They also are able to stop at many more 
points and pick up passengers, and they make it a point to 
arrange their stops at the most convenient places in the towns 
and cities. Motor trucking is cutting in on the railroad traffic 
for short hauls mostly, and principally for such commodities as 
household goods, merchandise for country stores, and livestock, 
milk, fruits, and vegetables for local markets. It has the advan- 
tage over the railroads for this kind of traffic because, ordinarily, 
there is only one loading and unloading, the expensive trucking 
to the freight depot being saved, and of affording prompter ser- 
vice and saving considerable on packing costs. 

What is happening is that the highway traffic is cutting in 
more and more on the railway traffic, and more and more local 
trains are being discontinued and local railway service is becom- 
ing poorer and poorer. The railway passenger traffic is tending 
to narrow down to night travel, long trips, and day service for 
people of low incomes who do not have automobiles. Freight 
traffic is narrowing down, although not so conspicuously, to the 
longer hauls and heavier goods. The motor transportation is 
serving to a certain extent to feed the railway service with traffic. 
The major portion of this traffic, however, the railroads would 
necessarily receive if there were no motor transportation. There 
is gain to the railways from this feeding only to the extent that 
it causes people to travel more than formerly or opens up new 
areas to occupation. This latter is of some importance in those 
portions of the United States where transportation service is 
still expanding. 

Where railways are now built, they can afford to continue 
operating with their declining volume of business in competi- 
tion with motor transportation, but they could not afford to 
operate if new railways had to be constructed. Also, under con- 
ditions of this sort, the general tendency is for the upkeep to be 
poorer and poorer, and finally for the roads to cease operation. 
This will undoubtedly happen in many cases. At the same time, 
the volume of long-distance and other kinds of traffic for which 
the railroads have especial advantages will tend to grow. With 
the increasing volume of transportation and the growth of popu- 
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lation in the United States, more and better trains will be oper- 
ated on the main lines. More of the main lines will be double- 
tracked. 

Competition and division of traffic between these two forms 
of transportation can be allowed to work itself out by the slow, 
painful process of destructive competition, but there will be a 
vast amount of waste resulting. Railroads that ought to quit 
operating will be hanging on year after year. Bus lines will be 
started that have little chance of success. Areas needing better 
transportation service will be waiting for the issue to be settled 
as to the kind of service which is most likely to sueceed. Com- 
peting bus lines will set about killing each other off. Rates will 
be frequently below costs for short periods. It hardly seems 
necessary that we repeat our disastrous railroad experience along 
these lines. Surely some measure of regulation, intrastate almost 
altogether, is much needed, but it should be kept at a minimum. 
Of more value would be a program of assisted laissez faire, in- 
volving the keeping of useful records and collecting pertinent 
data and analyzing these and supplying the results to all people 
interested in the problem. 

The second problem with respect to highway transportation 
is that of planning highway improvement. The need for this 
was recently very strongly presented in a paper before the Amer- 
ican Farm Economies Association by Dr. J. Gordon McKay, 
until recently Chief of the Division of Highway Economies of 
the United States Bureau of Public Roads, in the following: 


There is no satisfactory reason why state and county highway de- 
partments cannot establish a definite plan of improvement, based on 
traffic and engineering facts, for periods of at least 5 years and pref- 
erably for 1) years. Such a plan will insure continuity of develop- 
ment, the improvement of routes in the order of their traffic importance, 
the elimination of: political influence, which in many eases dictates the 
betterment of a highway or section of a highway, the expenditure of 
public funds on projects which should be completed first, and the pre- 
vention of either overdevelopment or underdevelopment of a highway 
or section of a highway system. ... We have passed the period in 
highway development when individual judgment, political pressure, or 
any factors other than traffic, engineering, and financial facts should 
be accepted as a basis of determining highway betterments. The facts 
which should guide the establishment of a program of improvement 
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can be ascertained at a comparatively small cost, and the various juris- 
dictions responsible for highway improvements should be required to 
establish a definite program prior to the appropriation of funds. 


The following pertinent facts and conclusions from Dr. 
McKay’s paper, which embodies the results of several years of 
work by his division, frequently in cooperation with state agen- 
cies, mark out the outlines which such planning must follow: 


The building of a concrete, brick, or an equivalent high-type sur- 
face on highways, which will not, under average conditions, carry 
approximately 1,500 or more vehicles per day within 15 years of the 
period of improvement, is an unsound investment of public funds, an 
unnecessary burden on the sources of highway income, and defers the 
early improvement of other sections of the highway system. 

The greatest daily density of traffic is found on the highways adja- 
cent to centers of population and motor-vehicle ownership, and this 
traffic is predominantly local in character. Of the 11,000 miles of the 
State Highway System of Ohio, only 7.8 .per cent carried 1,500 or 
more motor vehicles per mile per day, and 70.6 per cent carried less 
than 600 vehicles per mile per day. Daily motor-truck traffic is small in 
volume on a large mileage of the rural highway system, and the daily 
volume of large-capacity trucks is an unimportant part of total traffic. 
Also 72.5 per cent of the mileage carried less than 60 trucks per mile 
per day, 48.2 per cent of it less than 30 trucks per mile per day. 
Motor-truck transportation on rural highway systems averages 10.0 
per cent of total traffic. Two-thirds of the passenger-car trips are less 
than 60 miles, and three-fourths of the motor-truck trips are less than 
30 miles. Long-distance traffic is small in volume, and the facts sup- 
porting the improvement of rural highway systems clearly show that 
local traffic comprises a large percentage of total traffic on all highway 
systems, except on the highways of a comparatively few important 
tourist areas. On the 11,000 miles of the Ohio State Highway System, 
10.2 per cent of the daily passenger-car use was by vehicles owned 
outside of Ohio, while on the 1,454 miles of the New Hampshire State 
Highway System over 50.0 per cent of the total traffic consisted of 
foreign vehicles. Of the total traffic on rural highway systems, approx- 
imately 80.0 per cent of the traffic travels on the state highway system, 
which averages 10.0 per cent of the total rural mileage among the 
several states. The average daily density of traffic per mile on the 
rural highway systems of Pennsylvania was 635 on the state system, 
306 on country highways, and 29 on township roads. The average 
daily density of traffic per mile on the rural highway systems of Ohio 
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was 538 on state highways, 132 on county highways, and 26 on town- 
ship roads. 

On rural highway systems, based on present and expected future 
traffic during the next 15 years, the construction of surfaces in excess 
of a width sufficient for two lanes of traffic, preferably 20 feet, is 
unnecessary, except on a very small mileage of the state system adja- 
cent to the larger centers of population and a few of the major traffic 
routes connecting the larger cities of the country. A corollary of this 
general rule is that the present acquisition of highway right-of-way in 
excess of 60 feet, under normal conditions, is unwarranted on the state 
highway system, except in a few areas of dense traffic. With respect 
to the protection of right-of-way for future highway use, it is a more 
economical policy for the state to establish building set-back lines rather 
than to acquire right-of-way in excess of 60 feet, since the acquisition 
of additional width for future use usually requires an outlay of publie 
funds, takes rural land out of production, and involves the state in 
maintenance expenditures for the additional unused right-of-way. 

Rural highway systems beyond the zone of traffic influence of large 
cities on an average of 30 miles, do not and will not in the future 
carry large daily volumes of traffic. During the period of the next 15 
years, approximately 5.0 per cent of the total rural mileage of the 
country will require major types of paved surfaces to serve traffic 
satisfactorily. 

It is difficult to visualize the improvement of a considerable per- 
centage of county highways or township roads with a surface superior 
to a low-type “all-weather” road, when traffic using these roads for a 
large part of the county mileage of the State of Ohio, a typical agri- 
cultural-industrial state, is less than 50 vehicles per mile per day, and 
on the township roads of the same state 29 vehicles per mile per day. 

A policy of overdevelopment of a highway system is more dan- 
gerous than a conservative improvement policy based on the stage- 
construction principle. More attention should be directed to the for- 
mulation of effective legislative policies which will scientifically control 
the determination of highways requiring improvement, their location, 
type of construction, and equitable methods of financing highway im- 
provements by state, county, and local highway authorities. 


Dr. McKay also suggested that legislatures need to study the 
organization and functioning of state and county highway de- 
partments and methods of securing the necessary control. But 
more important is supplying those in the highway service with 
needed information, and helping them to make useful surveys. 
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To this end the work of the United States Bureau of Public 
Roads should be more liberally supported than at present, and 
likewise most of the state highway departments. 

A third problem is that of financing these highway improve- 
ments. This will be taken up in the chapter on Taxation. 


RAILROAD TRANSPORTATION 


The railroads of the country have problems other than com- 
petition with motor transportation which have a bearing upon 
agriculture, but most of these are too large and complex to be 
discussed understandingly by one not a specialist in that field. 
Nevertheless, it will not be amiss to call attention to a number 
of points made by others who have worked in this field. 

1. The index of freight rates on farm products is still 
around 160, while that for prices of farm products is under 140. 
Railroad stocks have been moving upward for some time, whereas 
land values are still declining. It would appear that profits 
from railroads are reaching the point where some rate readjust- 
ments are possible. 

2. The method of raising rates by flat percentages employed 
during the World War period has worked out unsatisfactorily 
with respect to farm products, since it has resulted in much 
larger absolute increases in transportation costs of bulky goods, 
whose freight rates are a large proportion of their value, and 
also on long hauls. Thus a 60 per cent increase in freight rates 
would probably represent less than 1 per cent in the increase in 
price which has occurred on dress goods, whereas it may repre- 
sent over one-half the rise in price of certain farm products 
hauled long distances. Any further adjustments in the rate 
structure should attempt to correct for these effects. 

3. It is questionable whether the present tendency to base 
rates somewhat more on cost of service and less on value of 
service has not been carried too far. No one will deny that some 
attention must be paid to the actual expenses of handling the 
different classes of commodities. Otherwise, the railroad which 
hauls bulky goods largely may find itself operating at a loss, 
and the one which has a high proportion of valuable goods may 
find itself operating at a considerable profit. But it is very easy 
to go wrong in working out a system of rates based on costs. All 
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students of rate making agree that costs calculated by any 
methods now in use, or likely to be developed, have a large ele- 
ment of fiction in them. The Interstate Commerce Commission 
must rather depend upon observing the effect of its rate changes 
on the net incomes of the railroads with different proportions of 
the various classes of goods. So far as results observed in this 
way will permit, value of service and publie policy in general 
should be taken into account more than relative expense as de- 
termined by cost analysis. It must be remembered that the 
point of view of the Interstate Commerce Commission should not 
be that of equalizing the profits of all the companies, but that 
of making the railroad systems of the United States serve the 
public needs as amply as possible. This does not permit it to 
neglect the profits of the individual railroads, but it does require 
it not to exalt such an objective. 

4. Progress should be made as rapidly as possible in unifying 
the railway system of the United States, and an important con- 
sideration in any combinations that are made is securing a proper 
balance of classes of freight. 

5. Too much pressure has been submitted in favor of main- 
taining the existing territorial organization of the country, and 
not enough emphasis has been placed upon assisting the develop- 
ment of industries in the newer areas. It should be a part of 
public policy to decentralize manufacturing as much as eco- 
nomically possible, and to develop it on the Pacifie Coast and 
in the Southern states and wherever resources are available; and 
the railroads rate structure should be made to assist to this end 
rather than to hamper it, as at present. The importance of this 
to agriculture is that it will provide widely disseminated local 
markets for perishable farm products. 

6. Care must constantly be given to the valuation of the 
railroads lest too large a portion of the social increment be in- 
eluded in the capitalization. 


WATERWAYS 


Waterways have received much attention in all of the recent 
discussions of the program of farm relief. This is in spite of the 
fact that the whole drift in transportation the world over is away 
from the use of inland waterways. 
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The decline in river traffic has usually been attributed at 
the time it has happened to the growing size of carrier demanded 
by modern commerce and, hence, vast sums have been spent upon 
widening and deepening canals and improving rivers. New York 
has recently spent $150,000,000 upon the Erie Canal; but the 
traffic is even less than it was before the canal was deepened. 
Over $600,000,000 was spent upon improving the Mississippi, 
between 1896 and 1920. Probably an equal amount has been 
spent upon all other rivers combined. But the improved rivers 
are used only for pleasure excursions in most eases. 

Inland waterways are today used only under the following 
circumstances : 

(a) In regions not yet developed and supplied with railways. 

(b) In regions long occupied, but not yet supplied with rail- 
roads because of the poverty of the people or their industrial 
backwardness. This accounts for the great use of the rivers of 
Russia and China. 

(c) Upon rivers deep enough so that ocean-going vessels can 
make inland river ports, such as Montreal upon the St. Law- 
rence, Rosario upon the La Plata, and Manaos 850 miles up the 
Amazon. Short ship canals, such as the Manchester Canal, 28 
miles long, can be built to serve similar purposes. This use of 
rivers illustrates one of the most important principles relating 
to transportation, namely, that water-borne traffic always seeks 
the port which is farthest into the interior of a continent. 

(d) Upon large inland lakes, such as our own Great Lakes, 
the Caspian, and the large lakes of Central Africa. 

(e) Upon rivers and canals so located as to carry a large 
volume of slow-moving freight, like the Rhine in Europe. 

(f) Upon canals that greatly shorten ocean routes, like the 
Suez and the Panama canals, or even the Kiel Canal cutting 
through the Danish Peninsula, or that provide passage around 
falls upon important watercourses, like the Soo and the Welland 
canals. 

(g) In densely populated regions with low wages. 

Some of the important limitations upon inland water trans- 
portation are the following: 

(a) Many of them are frozen over or at low water during 
part of the year. This means that railroad facilities must be 
provided to take care of the traffic of the rest of the year. Hence, 
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only the additional cost of the competing traffic of the railroads 
is properly charged against it. 

(b) Water transportation is too slow for perishable or valu- 
able freight and for passenger traffic. One of the reasons that 
river traffic is slow is that river courses are generally tortuous. 
The railroads always get this traffic in summer as well as in 
winter. 

(c) Much of the traffic originates at or is destined to points 
away from lake and river ports. Transshipment is expensive and 
destructive. 

(d) Many river courses run in the wrong direction. The 
Mississippi runs crosswise of most of the traffic in the United 
States. 

(e) The costs of improvement and maintenance of many 
river courses are very high. 

If we apply the foregoing analysis to the problem of a Great 
Lakes-St. Lawrence Waterway, the first observation to make is 
that such a waterway will take water-borne traffic far into the 
interior of a continent. It will not simply reach one interior 
port, but a vast expanse of lake shore, with perhaps as many as 
ten ports. 

Most people have not thought enough about the economy of 
the interior of a continent to appreciate what transportation 
means to it. Without cheap ocean transportation to the exterior, 
it must have a price structure including low levels on all the 
goods it sells and high levels on all the goods it buys. It is com- 
pelled to convert its raw materials to finished form in order to 
save transportation costs, and to buy many of its finished goods 
in the same form. Open up such a region and the organization 
of its production will be radically changed—new industries will 
come in, a population will grow, new local markets for farm 
products will develop. But this will not take place overnight. 
We may interpret the foregoing in terms of the Great Lakes- 
St. Lawrence system by supposing that it had been opened to 
ocean-going vessels from the beginning. In spite of the handi- 
caps of closed navigation during the 5 months of the year, settle- 
ment would have taken place at an early period on the shores of 
the Great Lakes, and there would be at present a considerably 
heavier concentration of industry and population in the region. 
If we open up this waterway system at this late date, a tendency 


TRANSPORTATION | 431 


will be toward this same degree of concentration, and it will 
gradually be realized in considerable measure, probably never 
wholly. How long will it take? No doubt it will still be under- 
way in 50 years. Certain changes will take place rather quickly, 
in 5 or 10 years; but these will not be very important. 

The reason that it is easy to exaggerate the final effect on the 
distribution of industry and population of this waterway de- 
velopment is that it falls very far short of being an ideal oppor- 
tunity for the interior development of a continent. The fact 
that it is closed for 5 months of the year is its most serious short- 
coming. Another is that most of the slow-moving freight, such 
as principally benefits such a waterway, is already hauled over 
the Great Lakes. It becomes a question of how much more traffic 
could be expected to develop. The additional heavy traffie from 
the Great Lakes area will be mostly outbound and there will 
be insufficient return cargo. 

The reason that so much time is needed for such readjust- 
ments as the foregoing, is that at the start all the facilities are 
provided for continuing traffic, trade connections and production 
as they are, and almost a new generation of new business enter- 
prises must appear before as good facilities are available for 
business organized to take advantage of the improvements. At 
the start, as Dr. Nourse has pointed out, the improvements may 
actually help many manufacturing plants in the East by pro- 
viding them cheaper raw materials from the North Central 
region. 

As to how much agriculture can expect to benefit from it, 
especially in the near future, Dr. E. G. Nourse, of the Institute 
of Economics, has made the sanest analysis which has thus far 
appeared in print in the paper which he read before the Amer- 
ican Farm Economie Association in Chicago in December. He 
shows that the existing St. Lawrence canals have been handling 
an increasing amount of grain of late, establishing a new record 
of 107,000,000 bushels last year. Much of this was Canadian 
grain. This large volume already has the benefit of a low water 
rate. The total for the five principal grains moving from the 
Great Lakes and North Atlantic ports in the United States dur- 
ing the 7 summer months of 1927 was only 137,000,000 bushels. 
By no means all of this latter would be diverted to the improved 
St, Lawrence waterway. Dr. Nourse’s estimate is that only 
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90,000,000 bushels of it could be so diverted. Considerable grain 
is carried from the North Atlantic ports to Europe at very low 
rates as ballast for ocean liners. Other grain goes to non- 
European markets. The saving per bushel which the Great 
Lakes-St. Lawrence Tidewater Association is now using in its cal- 
culations is 5 cents per bushel. There is evidence that this is 
amply high. The direct saving in transportation costs on the 
additional grain handled over the improved highway, therefore, 
would be $4,500,000. To this amount, the author would be 
inclined to add perhaps another million for the saving on addi- 
tional export production that would be stimulated by the higher 
prices at the farm. 

In calculating the indirect gains, that is, the gains from 
higher prices on grain not shipped at all, or shipped over the 
railroads, as a result of the higher prices established at the farm, 
Dr. Nourse very properly rules out the corn erop, since the form 
in which it is exported is not corn but pork produets. It is true 
that a fraction of 1 per cent of our corn crop is exported as corn, 
but most of this goes to Canada, Mexico, and the West Indies; 
and St. Lawrence transportation, and the reduction of the rates 
to the eastern seaboard, would stimulate very little increase in 
exports. A similar statement must be made for the oats crop, of 
which only 1.5 per cent is exported in the first place, and what 
exports there are are mostly in the form of oatmeal, or whole 
grain to Canada. This leaves wheat, rye and barley, whose pro- 
duction in the territory tributary to the Great Lakes, and likely 
in any way to be affected by improving the waterway, less the 
amounts already being shipped out over the St. Lawrence system, 
equals 480,000,000 bushels of wheat, 120,000,000 bushels of 
barley, and 25,000,000 bushels of rye, a total of 625,000,000 
bushels. This amount has to be reduced somewhat by reason of 
the fact that for 5 months of the year this grain would be unable 
to move out over the St. Lawrenee, and the effect of the water- 
way on prices would be only partly felt. An effort would be 
made, however, to do most of the exporting before the waterway 
closed, and hold the rest until navigation opened again in the 
spring. In the second place, the level of prices in the region at 
present no doubt reflects the low rates now received on the wheat, 
barley, and rye exported over the present St. Lawrence system. 
Hence there will be left only the effect of the further reduction 
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in the rates that the waterway improvements will make possible. 
In the third place, any territory which is now exporting grain 
through other ports, but finds the St. Lawrence outlet more eco- 
nomical after the improvements are made, will not be able to 
count the full effect of the savings over the St. Lawrence route. 
There will be additional freight hauls in order to get the grain to 
the Great Lakes ports. A possible other element in the situation 
is that railroad rates will be reduced somewhat on some grain to 
eastern markets which is not actually diverted. It is easy to 
exaggerate the importance of this item. It must be remembered 
that the existing rate structure on such railroad traffie allows 
fully for the competition of the present St. Lawrence system. 

Alfred H. Ritter, in his book ‘‘Transportation Economies of 
the Great Lakes-St. Lawrence Ship Canal,’’ estimates that the 
price enhancement at the farm on the grain in the tributary area 
not actually shipped over the St. Lawrence system will be five- 
eighths as much as that actually shipped. Dr. Nourse’s method 
of caleulating brings the figure down nearly to one-quarter. The 
author would be inclined to think 40 per cent would be an ample 
estimate. This would equal 2 cents per bushel, or $12,500,000 on 
the 625,000,000 bushels, which, added to the $5,500,000 direct 
gains, would make a total of $18,000,000 additional gross receipts 
on grain production in the area. Dr. Nourse’s estimate is around 
$11,000,000. 

After careful analysis of the probable traffic in packing-house 
products over the improved St. Lawrence system, Dr. Nourse 
arrives at an estimate of only 84,000 tons annually, made up of 
the least perishable forms of beef and pork products, such as 
pickled or cured beef and veal, canned beef, pickled or canned 
pork and sausage, lard and tallow and animal fats. The man- 
agers of packing plants with whom he discussed the problem were 
of the opinion that mild-cured pork products would have to 
depend upon speedier transportation and refrigeration service 
not likely to be economical on Great Lakes boats. As for dairy 
products, exports are very light at the present time and not likely 
to expand. The estimated saving per ton of packing-house prod- 
ucts is $11. This makes approximately another million to be 
added to the gains on grain. 

Some allowance must also be made for other still more indi- 
rect effects on prices of farm products in a tributary area. When- 


434 AGRICULTURAL REFORM IN THE UNITED STATES 


ever prices of some farm products rise, and a certain amount of 
competing production is shifted to them in consequence, the 
prices of the other products are increased a little, so that pres- 
ently unless new influences arise the whole of the production is on 
a slightly higher price level. 

The gains from lower prices of the commodities which farm- 
ers will buy are even more difficult to caleulate than those on the 
products sold. Fertilizer would offer very important opportuni- 
ties along this line, except for the fact that at present most of 
the consumption of fertilizer is along the Atlantic and Gulf sea- 
boards. Some new fertilizer plants would probably be estab- 
lished in Great Lakes ports, particularly in Chicago, in conse- 
quence of it, and as fertilizer use increases in this section, this 
will be a factor of some importance. It may prove economical 
to ship mill feeds and corn from this region to the Atlantic states 
rather than by rail, if tariff rates are placed so high that they 
exclude all corn from Argentina. Probably most of the gains to 
agriculture on the buying side will come from the shifting of 
certain lines of manufacturing nearer to them, and thus giving 
them certain savings from shorter hauls on finished products, just 
as at present farmers may be benefiting from the shifting of 
fabricating plants to the Chicago area following the abolishment 
of the Pittsburgh plus system. They will also gain eventually 
from the somewhat enlarged local markets for perishable farm 
products. Obviously, it is impossible to make any estimate as to 
gains to agriculture from this source ; but they must not be over- 
looked in any analysis of the problem. 

It does not seem unreasonable to the author to assume that 
farmers in the tributary area in the United States may benefit 
from improving the Great Lakes-St. Lawrence system by an 
amount somewhere around $20,000,000 or an average of some- 
thing like $10 to $12 per farm. 

Urban populations in the tributary area will save along with 
the farm population on the prices of some goods coming in from 
the outside; but their food products will cost them a little more. 

Dr. Nourse estimates that the cost of the proposed improve- 
ments of the St. Lawrence system, on the basis of the engineers’ 
estimates for the lake and channel developments, will be $540,- 
000,000, consisting of $250,000,000 for the 27-foot lake and river 
channel (without power developments), $40,000,000 of interest 
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on this amount at 4 per cent during the 8-year construction 
period, and $250,000,000 as a minimum necessary to improve ten 
ports on the Great Lakes so that they can take advantage of the 
new transportation. Apparently the United States will have to 
pay at least 60 per cent of the cost of the lake and channel 
developments. Engineers’ estimates for such developments have 
invariably been too low. Dr. Nourse states that the Panama 
Canal cost more than double the maximum figure submitted by 
engineers, the Suez Canal two and two-thirds times as much, and 
the Chicago Drainage Canal three and one-half times as much. If. 
the engineers’ estimate of $250,000,000 is half what it should be, 
60 per cent of the total cost will be around $500,000,000. If the 
system of paying for the canal which is worked out makes farm 
people pay for one quarter of it, agriculture will have made a 
capital outlay of $125,000,000, in return for which it will have 
annual gains of $20,000,000, according to the estimate above. If 
the above analysis is reasonable, allowing as much as 15 per cent 
for interest, maintenance, and depreciation would still leave the 
farmers a slight margin of profit from the enterprise. These 
estimates are mostly in terms of the more immediate effects. The 
long-run developments will be the more significant. At $11,000,- 
000, which is Dr. Nourse’s estimate, the economy of the proposal 
would be more questionable. 

The conclusions of Mr. Ritter are that the United States will 
benefit to the extent of $180,000,000 a year from the proposed St. 
Lawrence development. He reaches this figure by including the 
whole of the corn and oats crops, using 8 cents in place of 5 
cents a bushel as savings on the diverted traffic, and allowing 5 
cents in place of our 2 cents as the indirect effect on prices. 

No safe analysis has been made of the economies of the pro- 
posed Mississippi River development. Most of the statements 
presented are like those of Mr. Ritter about the St. Lawrence 
proposal. 

In view of the tendency in the world away from river trans- 
portation, and our own discouraging experience with it thus far, 
we should proceed very cautiously with the Mississippi project. 


CHAPTER XX 
IMMIGRATION AND FARM LABOR 


The relation between the agricultural problem and national 
immigration policy has received a surprising amount of atten- 
tion in discussion of the subject in the press and by the various 
committees and commissions. In general, the policies discussed 
or proposed may be put under the four following heads: 

1. Those involving either raising or lowering the general level 
of the immigration barriers, ordinarily making use of the quota 
principle for distribution of immigration between countries. 

2. Those proposing to extend the barriers to include Mexico 
and other American countries. 

3. Those proposing some other principle of selection, such 
as occupation, and frequently having in mind favoring farm 
laborers. 

4. Those proposing to adjust the rate of immigration to con- 
ditions of employment in the United States, possibly taking 
account of differences in unemployment in different industries. 

Most important of all to realize at the start is that any policy 
with respect to immigration as it affects our agriculture is a 
policy with respect to our farm population. The principal facts 
as to the nativity of our farm population are given in Tables 35 
to 88. 

Table 35 shows that at present 4.7 per cent of the population 
is still foreign-born white. There has been no decline of any 
note until recently. The percentage of foreign or mixed paren- 
tage will continue high for another generation; but in the second 
generation most of these peoples adopt a scale of living which is 
much more nearly like that of native-born farmers. Table 36 
gives similar data for all the states whose farm population in 
1920 was more than 10 per cent foreign-born. In a number of 
these states the percentage has been increasing of late. Table 37 
shows that the predominant foreign stocks are still Germans and 
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Scandinavians and others from the north of Europe. Poles and 
Bohemians from Russia, Austria, and Poland, and Italians, Fin- 
landers, and Mexicans are figuring increasingly in the recent 


TaBLe 35.—Nativiry AND PARENTAGE OF WHITE RuRAL PopPpuLATION IN 
PERCENTAGE OF ToraL, 1890 ro 1920 


1890 1900 1910 1920 


INSiiVeswhites. sc. 40 t-i5-. stn obidme nse CS. ¢ 76.8 77.4 78.7 
INabiyenparentage: o..5.6. a4 cies sea a 63.3 63.2 64.1 66.6 
Foreign or mixed parentage.......... 12.4 13.6 13.3 NPP 
Roreign-porn white... ..... 0.2... . tle ao Ot) 4.7 
SAL EWELGCHE trey cis hacks on lars ei ene 84.4 84.3 84.9 83.4 


TABLE 36.—NaATIVITY AND PARENTAGE OF FARM POPULATION IN SELECTED 
STATES IN 1920 


Native white 


Foreign- 
State ” ; ; horn Other- 
Native | Foreign | Mixed white wise 
parent- | parent- | parent- 
age age age 
Massachusetts. .....:.-.... 51.8 20.7 8.2 18.8 0.5 
Rhodes sland 6. <2 as.25 s2- 60.7 17.4 6.1 14.4 1h 83 
(GonneCtiCutinrds sc cr ae cl 48.2 23.9 6.5 20.8 0.6 
ING Wid CESEW eis «aie sic 6 506504 eee 62.0 15.8 5:0 13.5 Sal 
Michi g aniemercrsrtnteNee ce mes 54.8 18.8 Pe ils}, 0.5 
NVASCONSINiypeee. Seams. sek 43.2 PH 8 14.7 14.1 0.4 
Minnesotderrmrcn ic cease core: 34.4 31.5 16.5 17.4 0.2 
INorthE Dakotas cies 28.2 34.7 14.9 2A O 1.2 
SoutheDakotasee.. esc sean 44.8 24.8 14.5 13.0 3.0 
Montana seer ete scl 5. 53.1 17.6 isha 14.9 3.3 
INA UZOTIEY ore kc SO OSI Oe 46.6 6.3 4.7 15) 1 iF es 
INGWAGMh Gy GA ce oec ao Sameer 45.8 15.2 ONG alien 121 
WES oboe oo oboe Go mee eer 54.9 16.6 10.2 15,5 2.8 
Galifornigmeeem = sr. cues. 47.5 16.6 8.7 18.4 8.8 


foreign-born farm stocks. The complete list includes Portuguese 
(from the Azores), Rumanians, Greeks, and a considerable num- 
ber of such nationalities. Table 38 indicates the location of the 
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various foreign nationalities. The four New England states 
listed are receiving a good many Italians, Russians, and Poles. 
The Portuguese are locating in California mostly, but to some 


TABLE 37.—NATIONALITY OF FoREIGN-BoRN WHITE FARM OPHRATORS IN 1920 


Per cent 

(CGermanviee seme tee 24.2 
Swedenteeacaces 10.4 
INK EA on pedis os 8.9 
Canada. vee 8.4 
TRNISSI Ais ome acter 5.6 
INUSLELA en eee Liye? 
Third ele so coc son 4.6 
Denmark. eee 4.4 
UGaly areca et aeiererets 3.1 
Polanden eee nae 3.0 
‘Irélanc sesh eam 2.9 
iELolland ae PAE 7 
inane eerie 2.6 
Switzerland........ 2e2 
Miexi coven serie. eat 
Other Ae oe 9.7 

Love Perea ores 100.0 


TasuE 38.—NATIONALITY OF FOREIGN-BORN WHITE FaRM OPERATORS IN 
OrprER or THEIR IMPORTANCE, 1920 i 


Massachusetts..]Canada Treland England Italy Russia Sweden 
Rhode Island... }Canada |Italy England Germany Sweden Ireland 
Connecticut....]Germany |Russia Poland Italy Austria Sweden 
New Jersey... .|Italy Germany |Russia England Austria Hungary 
Michigan...... Canada Germany j|Finland Holland Sweden Poland 
Wisconsin..... Germany |Norway Sweden Poland Austria Denmark 
Minnesota..... Sweden Norway Germany |Finland Denmark |Canada 
North Dakota. .| Norway Russia Germany |Sweden Canada Denmark 
South Dakota..J|Germany |Norway Russia Sweden Denmark |Holland 
Montana...... Norway Canada Germany |Sweden Russia Denmark 
APiZONa. 26. 506 Mexico Germany |Russia Canada England Denmark 
Nevada.......|Italy Germany |England Switzerland] Denmark |Canada 
Washington....|Sweden Germany |Norway Canada Finland England 
California...... Italy Germany |Portugal Canada Sweden England 


extent in Massachusetts. The largest group of Finlanders is in 
the cut-over regions of the Great Lakes states. Germans and 
Scandinavians still constitute the bulk of the foreign born in 
the North Central states, 
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The report of the special committee of the agricultural ecol- 
leges stated that the need for farm labor is acute in certain 
sections of the country, but did not approve the supplying of 
this need by lowering the immigration barriers in any way. It 
urged instead the ‘‘tightening of the present restrictions as they 
apply to races that are not readily assimilated.’’ The Commit- 
tee’s reasons for this decision were rather more social than eco- 
nomic. ‘‘National immigration policy should never be based 
solely upon economic considerations’’ (page 27). It did point 
out, however, that increasing the labor supply would have the 
effect of expanding agricultural production. The conclusions 
of the Business Men’s Commission were that a general lowering 
of the immigration barriers would be of some benefit to our agri- 
culture both by cutting down on the production of agricultural 
commodities in the other countries to which the immigrants go 
instead, and by increasing the demand for such commodities 
here; but that long-time ‘‘economiec, political and sociological 
considerations’’ justified foregoing the first-named benefits. More 
than that, it urged the application of immigration restriction to 
Mexico, even though it would probably injure those farmers who 
employ Mexican labor. Its final conclusion was that: 


The solution of the problems of agriculture does not lie in the 
direction of putting on the land those workers who will take the wage 
which a low yield affords, but rather in raising the yield to the level 
which high-wage men demand. 


This last statement faintly suggests a consideration which the 
other report failed completely to name, which in the judgment 
of most agricultural economists is most important of all; namely 
that wherever people of European origin become farmers in the 
United States, they tend to establish the same low scale of living 
to which they are accustomed. They receive the same price for 
their products as their neighbors and hence have a larger surplus 
with which to buy land, and presently drive the original popula- 
tion from the land. Such peoples usually have large families in 
the first generation, and their sons are likely to be farmers too. 
By this process largely, a few small settlements of Swiss farmers 
in Green County, Wisconsin, have spread until they reach into 
the adjoining counties to the north and west. By such a process, 
a settlement of Dutch farmers in a township in Dodge County, 
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Wisconsin, has spread far beyond the township in which the 
settlement was made. Such people are usually described as 
excellent farmers or as ‘‘efficient’’ farmers. It is true that they 
take better care of their crops and livestock and obtain a larger 
product per acre; but they do not get as large a return per man. 
The higher return per acre combined with the low scale of living 
enables them to outbid the native farmers for the land. When 
this process started in California with the Japanese, the native 
farmers became alarmed and passed laws prohibiting the owner- 
ship of land by the Japanese. In the rest of the United States 
usually this process has been allowed to go on because it has been 
assumed that the foreign stock was of the same race as ourselves 
and would be assimilated; but that it has been a major factor in 
keeping down the scale of living of our farm population will not 
be doubted by anyone who has observed the process in operation. 

The other circumstance which has tended to keep rural living 
on a low plane is that a large part of American agriculture is 
still only a little way removed from the pioneer stage, and the 
habits of living learned there are still strongly manifest in the 
attitudes of the farm population in these regions. 

No argument is needed to prove that the standard of living 
of a people is a major factor in determining its income. The 
number of hours per day that a people will work for a given 
return of comforts and conveniences of life, and the amount of 
these things of which they will deprive themselves in order to 
get ahead financially, are largely what determines what their 
income and living will be. The population which works hard for 
a small return is simply selling its services cheap, and incomes 
will be accordingly. 

The short-time point of view with respect to immigration and 
agriculture mostly relates to the supply of farm labor. It was 
well expressed by a president of the Minnesota Farm Bureau 
Federation several years ago, who said that the best argument he 
could name for the building of the Great Lakes-St. Lawrence 
Waterway was that it would make Duluth another Ellis Island 
and supply the Northwest with an abundance of cheap foreign 
labor that would be of great assistance to the agriculture of the 
region. When the argument is set up on this basis, the method 
of meeting it is to call attention to the fact that 24 per cent of 
the farm laborers in the United States are members of the farm 
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family working on the home farm, and a very large percentage of 
the rest of them are sons of other farmers working for their 
neighbors. The farm proprietor and members of his family do 
four-fifths of the work on American farms. Cheap foreign-born 
hired labor will increase the profits of farm operators for a while; 
but at the same time it will lower the wages of farmers’ sons 
working for their neighbors. It will also presently begin to 
lower the level of returns to the proprietor and the members of 
the farm family doing the rest of the work on the home farm. 
The present level of wages of farm labor, with 169 as its index as 
compared with 172 for farm incomes, is proof of this. One of the 
ways in which this will come about is that farmers will hire more 
labor because it is cheap and will use less power and machinery. 
They will also produce more and lower the prices of farm prod- 
ucts. Returns to the members of the farm family will be less 
both because their labor is less productively used and because 
of the lower prices. The other way in which the same result 
is brought about is that presently some of the foreign-born farm 
laborers become tenants. They out-bid the native-born sons for 
farms because they are willing to take smaller returns for their 
own labor. The result, as pointed out above, is that within a 
generation or two a very large percentage of the farms are either 
rented or owned by the foreign born, and the level of rents and 
land values is high because based upon willingness of these peo- 
ple to work for a low return and low standard of living. 

Lowering the immigration barriers for farm labor especially 
would permit the growing of a larger acreage of hand-labor 
types of crops such as sugar beets in sections of the United States 
far removed from Mexican sources of supply. The employers 
of such labor, given sufficient tariff protection for their product, 
would make some additional profits as a result. The usual after- 
math of such a procedure, however, is that in 10 or 15 years the 
foreigners begin growing these crops for themselves, and pres- 
ently are growing nearly all of them. The final result is a group 
of foreigners living under a low scale of living with large fami- 
lies working very hard at hand types of agriculture. If the 
immigration of such peoples is carried very far, and the above- 
described process works out in a normal way, we presently have 
the level of prices of such products determined by people with 
these low standards of living. 
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Consider for a moment the situation in the cotton states. The 
supply of negro labor handed down from slavery days has made 
it possible to continue this crop and sell it at prices so low that, as 
indicated in an earlier chapter, no crop has ever been so short 
that a still smaller one, including the carryover, would not have 
sold for more money. Not until cotton is grown with high priced 
labor and machinery will the incomes of its producers be equal 
to those of farmers in other regions. Importing cheap foreign 
labor with low standards of living to take care of hand-labor 
crops is almost equal to maintaining a system of peonage in the 
country ; and peonage is economic slavery. 

Lowering the immigration barriers for farm workers espe- 
cially would also assist to some extent in securing the occupation 
of abandoned land in the East, cut-over land in the Great Lakes 
states, and the 40,000,000 acres of now unutilized reclamation 
land. Not only the lower standards of living of these people, but 
their being accustomed to self-sufficing farm living, enable them 
to subsist on these sorts of land much better than do the native 
stocks. 

No doubt the foreign families who live in our cities for a 
period and then move onto land in such regions get ahead better 
financially after the move. The quality of living may actually be 
improved. These two statements must not be allowed to pass, 
however, without a further remark that a great deal of suffering 
is constantly resulting from mistaken moves of this sort. Thou- 
sands of foreign-born families who have moved from the city 
onto farms in such regions are starved out each year. But, in 
general, so long as we are permitting a considerable immigration, 
it is desirable that there shall be a steady stream of such people 
from the eities to agricultural regions after they accumulate 
sufficient savings in the cities. Those who have compared the 
conditions under which these foreign people live in the cities and 
in the rural sections to which they migrate, are mostly of the 
opinion that they are better off in the country than in the city. 

But no one who has studied the conditions under which these 
people generally live in the early stages of their settlement and 
even later, would advocate a general policy of importing foreign 
farm stocks to occupy our submarginal land. If such settlements 
are successful in a sense that enough families stay to produce 
a growing community, there presently results an overpopulated, 
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more or less isolated foreign group area, from which an improp- 
erly educated, un-Americanized surplus of young people flows 
out to the other areas and to the cities. In general, the young 
people do not move out fast enough, so that the living condi- 
tions are bad. In the summer of 1915, the author found farm 
wages as low as $28 per month, and factory wages in nearby 
cities $1.25 per day, in sections of Wisconsin settled a few genera- 
tions earlier by foreign stocks from central Europe, and farm 
wages in other counties of the state with a native-born population 
on larger farms, as high as $45 per month. It is clear that 
the nation much prefers to have agricultural conditions as in 
the second of these two areas. We are not interested in a large 
agricultural population on a low scale of living, but, instead, in 
a population living on a high level, especially of education and 
health. The more densely populated foreign agricultural sec- 
tions not only produce a rural civilization of an undesirable type, 
but they supply the agricultural markets with farm products at 
low prices and cause the rest of the farm population either to 
have lower incomes than should be, or to farm large acreages 
extensively in order to get enough income. 

Agriculture is also interested in immigration from the point 
of view of its effect on conditions in cities. The barriers raised 
following the World War kept out a flood of immigration that 
would have reduced wage levels in cities and, in consequence, 
rents, transportation costs, and middlemen’s margins; and prices 
of farm products have no doubt suffered somewhat. Lowering 
immigration barriers would reverse this process to some extent. 
But the overwhelming conviction of all thoughtful people in 
the nation is that such a policy would be undesirable. Not only 
would it be difficult to assimilate successfully the larger numbers 
of foreign born, but the per-capita income and scale of living of 
the people of the United States would be reduced, for the simple 
reason that the country as a whole is beyond the point of dimin- 
ishing average returns except as improvements in the arts may 
have an offsetting effect. The rate of immigration may well be 
rapid enough—it apparently was in the first 10 years of the 
present century—to rob us completely of whatever gains are 
made from improvements in the arts.1. Agriculture suffers along 
with the rest in any development of this sort. 


1 See Kine, ‘‘ Wealth and Income of the People of the United States.’’ 
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Some farm leaders argue that agriculture cannot expect to 
improve its state until urban wages are lowered; but most farm 
people have been pleased to see the condition of the American 
working man improve somewhat in the last 10 years. They recog- 
nize that there still is much poverty in our cities, and would like 
to see it still further alleviated. The rate of profits has not been 
high in a number of important industries, notably textiles; but 
in the aggregate it has furnished ample demonstration that the 
wages working men have received have been supported by their 
contribution to the product. Agriculture recognizes that its 
problem is not to bring urban wages down to its level, but rather 
to raise its income up to the level of industrial and mercantile 
wages and profits. 

The conclusion at which one arrives from the foregoing is 
that agriculture does not really want to have the immigration 
barriers lowered. The present basis for determining national 
quotas is not a very satisfactory one, but to find one that would 
work better without producing international friction would be 
difficult. There should be no special arrangements for permitting 
entrance of agricultural laborers. Even if this were desirable 
it would be difficult to arrange, for the reason that any provision 
designating certain immigrants as intended for agricultural 
employment would not be enforceable except at great pains. All 
who have studied settlement problems agree that under modern 
conditions immigrant families should not go directly to the land 
with the hope of developing farms. The least amount of money 
which a family should have before it starts developing a home 
in the eut-over regions of the United States is $2,000, and $4,000 ° 
will be needed unless there is certain opportunity for labor in 
factories, sawmills, logging camps, or mines in the area. It is 
much better in these days for foreign families wishing to become 
farmers in the United States to go to the cities and accumulate 
several thousand dollars before trying to develop a farm. Foreign- 
born single men with an ambition to be farm owners ought to be 
farm laborers for several years before trying to operate farms of 
their own. 


FARM LABOR 


The ery of scarcity of farm labor has apparently been heard 
in all ages. There never has been such a supply of it but that 
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still more of it would have been used if it were cheap enough— 
and if the employer did not have to feed it and clothe it. The 
system of slavery had this to recommend it that the employer of 
the labor had to sustain it, and if he was a good husbandman he 
fed it well enough to keep it in good working condition. Under 
conditions of free service, in many areas and on many occasions, 
the wages paid have not been adequate to feed and clothe the 
laborer and his family. The early journals of American agricul- 
ture contain frequent complaints as to the scarcity of labor and 
the high wages asked. The author sent out an inquiry to 5,000 
employers of farm labor in the summer of 1916, asking a number 
of questions concerning farm labor. Most of the replies stressed 
the scarcity of labor, the high wages, the independent spirit of 
the laborers, and their lack of interest in their work. The Wis- 
consin State Council of Defense sent out a post card to every 
farmer in Wisconsin in the spring of 1917 asking, among other 
things, if more farm labor was needed. There were thousands 
of replies in the affirmative. A little later a letter was directed 
to the farmers in several counties who had asked for help, stating 
that the Council of Defense was now ready to undertake to 
supply them with labor if they still needed it at a specified rate 
per month, this rate being that which was then prevailing in the 
principal labor markets of the state. Few replies were received, 
and those which came stated that they could not afford to pay 
such high rates. If an inquiry were to be sent out this spring, 
the same sort of answers would be received. The scarcity of 
labor is always relative to the wage rate. There is never enough 
at the wages which a large group of farmers would like to pay. 
If wages rise high enough, there will usually be enough of it in 
the area within a year or two. If the rate which will attract 
this amount of labor is higher than the farmers in the area can 
generally afford to pay, this is evidence of the fact that they 
want more labor than the prevailing level of prices for farm prod- 
ucts justifies. The evidence is unmistakable that wages of farm 
labor keep pretty well in line with farm incomes. 

It is doubtful if farm wages ever have been high enough in 
the United States to warrant any man in consciously taking up 
farm labor as a life occupation. Except in the Southern states, 
few married farm laborers are to be found, and there is no sig- 
nificant permanent class of farm laborers. The few married 
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farm laborers that are available are very young, or have just 
come from the cities, or are older men without enterprise, ambi- 
tion or thrift. In times past, and still to some extent, the wages 
paid farm laborers include only a part of the reward, and prob- 
ably the smaller part of it. The rest of it is the education 
received in farming, the preparation for becoming a tenant and 
later an owner operator. Nowadays when far fewer young men 
are getting ready to be tenants, the farm labor supply is irregular 
and disorganized. The principal factor in relieving the situa- 
tion is restoring the confidence of young men in farming as a 
life occupation so that they will be available in their youth for 
employment on the larger farms in their neighborhoods and 
under the management of the most capable farmers. 

The second phase of the farm labor problem is a better use 
of the supply of casual labor. The machinery for this is a 
properly developed system of public employment offices. The 
decentralization of manufacturing which is slowly taking place 
will bring factories and farms more closely together, and will, 
to a certain extent, provide year-round employment for the 
casual laborer. 


CHAPTER XXI 
CREDIT 


It is not possible in one chapter of a book on agricultural 
reform to discuss adequately so large and complex a subject as 
that of agricultural credit. Nor should it be necessary to treat 
all phases of it in detail after the excellent chapter on this sub- 
ject in the report of the Business Men’s Commission. The subject 
has been before the public in this country almost continuously 
since 1910. One special commission spent a summer in Europe 
studying its rural-credit systems and made a very lengthy report 
upon them to Congress. There have been three major credit acts 
since then, the first one creating the Federal Reserve System, in 
1913; the second the Federal Farm Loan System, in 1916; and 
the third the Intermediate Credit Banks, in 1923. 

The reason for all this discussion and legislation is that agri- 
cultural credit is of such a nature that ordinary credit agencies 
do not provide it properly. This is particularly true of credit 
for agricultural production, but to some extent also true of loans 
for marketing, covering the operations of transportation, storage, 
processing and merchandising. Such loans are particularly 
affected by the fact that several months must ordinarily elapse 
between the production and the selling; also by the perishability 
of many farm products. Loans for marketing farm products are 
ordinarily considered as commercial loans when made by private 
agencies, but as agricultural loans when made by farmers or their 
cooperative organizations. 

The most important of the special characteristics of produc- 
tion eredit for agriculture grow out of its close dependence on 
natural processes. First of such characteristics is the slow turn- 
over of its current operating capital. Crop loans cannot very 
well be repaid until the crop has been harvested and sold, nor 
livestock loans until the animals are fattened and sold. The 90 
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days which is the usual limit for commercial paper is too short a 
period for most of such operations. 

Associated with this slow turnover is a low ratio of operat- 
ing to fixed capital. Although only a few months may be needed 
to mature and harvest the crop, or even only a few weeks between 
the purchase of dairy feed and receiving the return for the butter 
fat sold, a large fixed investment is required in land, buildings, 
machinery, and livestock. It takes 2 or 3 years to raise a dairy 
cow to a producing age. Where most of the feed for growing 
livestock is produced on the same farm, a period ranging any- 
where up to 2 or 3 years may elapse between the harvesting of 
the crop and the sale of the livestock or livestock products. 

If this whole production process were broken up into stages, 
the growing of the feed on some farms, the rearing of the young 
animals on other farms, and the fattening of still others, after 
the manner so widely developed in the manufacturing field, the 
producer at each stage would need a loan for only a short period 
before he disposed of his product to the man in the stage next 
farther along in the process. Some progress is being made in 
specialization by stages in agriculture; but it will never attain 
anything like the extent which it has reached in industry. 

The close dependence of agriculture on nature also makes risk 
an especially important element in provision of eredit for it. 
During the period from 1909 to 1919, the wheat crop, according 
to Department of Agriculture records, averaged 28.8 per cent 
under par for the following reasons named in the order of their 
importance: too little rain, plant diseases, insect pests, too much 
rain (ineluding floods), hot winds, hail, frosts, storms, animal 
pests. The total crop damage estimates for other crops for the 
same period are as follows: corn, 32 per cent; oats, 25 per cent; 
barley, 29 per cent; flaxseed, 36 per cent; rice, 19 per cent; hay, 
20 per cent; potatoes, 30 per cent; tobacco, 20 per cent; cotton, 
35 per cent. Since 1919, both wheat and cotton have suffered 
losses from plant pests and diseases which have probably 
increased the losses above the foregoing estimates. 

If losses occur only to a few farmers in an area, the effects 
are not serious even to a local bank; but most of the foregoing 
types of damage are of the sort that cover a whole community. 
Oftentimes they cover a section of the country as large as a Fed- 
eral Reserve Bank district, If the damage affects a considerable 
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fraction of the market supply area, prices will rise enough to off- 
set the losses; but ordinarily not enough of the area is similarly 
affected, with the result that loans are seriously impaired in some 
regions. | ; 

Equally serious is the risk of declining prices from a large 
group over a whole producing area. This affects cotton, corn, 
oats, and potatoes, but ordinarily not wheat, or any product with 
widely distributed sources of supply. It is especially serious for 
the minor crops whose production is restricted to small areas and 
is very easily overdone. No satisfactory form of insurance has 
been developed against price decline, and as will be pointed out 
later, the suecess of any such form of insurance is questionable. 
The price hazard in the ease of livestock is that prices will 
decline during the period while the livestock is being fattened. 
If the grower has a supply of feed available and unencumbered, 
he will, in nearly all cases, get as much for his fattened animals 
as he paid for them as feeders; but he may get very little pay for 
his feed. 

The provision of credit for agriculture is also greatly affected 
by the close relation between the family living and the farm 
business. The family has to be fed and clothed whether or not 
any payment is made on the loan. The living, the health and 
education of the family, as well as the farm operations, must be 
financed out of the income. Where agriculture is especially 
under eclipse, as in the cotton states, this relationship may be 
carried to the point of actually supplying the groceries for the 
family while the crop is being grown. In most areas, loans for 
production and consumption purposes cannot be kept clearly 
separated. More important than all of these, the amount of 
eredit which a farm operator can expect to obtain depends very 
largely upon the financial status of the family. He will fre- 
quently not be able to borrow very much money if he is a young 
man on the lower rungs of the agricultural ladder even though 
he could use it to very good advantage in his farming operations. 
The size of his family, its standard of living, its program of edu- 
eation for its children, will all affect his access to credit. 

The institution of inheritance also figures in the problem. 
The settlement of an agricultural estate ordinarily requires the 
sale of the property or at least the writing of a mortgage against 
it. In many countries under normal conditions, the new mort- 
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gages written when estates are passed on to the next generation 
have nearly equaled the payments on existing mortgages, so that 
the total burden of farm-mortgage indebtedness has tended to 
remain about constant. 

Loans to agriculture for working capital are also relatively 
small, principally because the producing unit is small, but also 
because, even in the United States, a large part of the production 
is still for family use. This makes very high costs of administra- 
tion. Combined with the close tie-up between the farm and the 
family business, it makes much of the credit to agriculture resem- 
ble consumption credit. With small units, also, the rate of 
saving is slow. This particularly affects the retrieving of 
mortgages. 

Growing out of all the foregoing, agriculture has to depend 
upon its own eredit resources to a larger extent than does indus- 
try and trade. It is usually not possible to organize a farm busi- 
ness on a corporate basis and raise most of the money by sale of 
stocks earrying limited liability. The enterprise must wait to be 
born until someone has accumulated a considerable part of the 
necessary working capital and even real-estate capital. 

Agriculture in the United States is changing in ways which 
make the foregoing characteristics less pronounced. It is beecom- 
ing more commercial and turning out a larger volume of product 
per unit. But these changes are taking place slowly and have 
very definite imitations. Farming will always be mostly a small 
proprietory business with a slow turnover, a high rate of fixed 
to operating capital, and with unusual hazards. 

In the United States, agricultural eredit has come to be 
definitely classified under three heads: short-time eredit, ordi- 
narily limited to 6 months; intermediate credit, limited to periods 
of 9 months to 8 years; and long-term credit, to periods of 5 
years or more. 

The short-time credit needs are principally for labor, feed, 
fertilizer, seed, sprays, livestock for feeding purposes, holding 
crops for market, twine and sacks, boxes, barrels, and other con- 
tainers. Loans for labor are principally for the harvesting 
operations; but in some sections for planting also. A certain 
amount of loans is required to pay monthly wages of regular 
farm hands during the growing season on farms which do not 
have a steady income from the dairy herd. Seed loans are im- 
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portant in the case of wheat, potatoes, and truck crops; fertilizer 
loans in the old cotton states and in the tobacco and trucking 
areas. Most farmers in these sections could benefit from larger 
loans for fertilizer. Dairy farmers borrow to buy feed to supple- 
ment the sorts grown on the home farm, and also to buy addi- 
tional cows. Such loans are more important in the market-milk 
areas than in the regions where dairying is combined with a 
larger amount of crop farming. In the livestock-fattening areas, 
feed loans are sometimes made to enable the farmer to piece out 
a short crop of corn. Not all of the foregoing types of loans are 
entirely liquidating within a 6-month or even a 9-month period; 
but it is ordinarily assumed that the farmer will contribute 
enough else to the product to redeem the loans with a safe 
margin. 

The principal intermediate credit needs are for farm build- 
ings, land improvements, such as clearing, draining and fencing, 
farm machinery, workstock, breeding stock, milk cows, and 
orchard and small fruit stock. Many of these, such as for farm 
buildings, land drainage, or orchard stock, are not liquidating 
even within the 3-year period of the intermediate type of loan. 
It is commonly assumed that farmers will be able to repay them 
out of the regular income of the farm. In practice, many such 
improvements are financed by regular real-estate mortgages run- 
ning for 5 years; but many of them are too small to make this 
arrangement desirable. Also, in practice in the United States, 
banks freely furnish funds for such purposes on notes on which 
they grant renewals until the note is all paid. As became evident 
in the period from 1920 and following, this arrangement may 
work very badly, producing a large volume of ‘‘frozen credits.”’ 

In the United States, most farm mortgages are still for 5 or 
10 years, but long-term amortization mortgages are coming into 
increasing use. Also, more large loans are being broken into 
first and second mortgages at different rates of interest. 

European countries have been somewhat readier to recognize 
the special credit needs of agriculture than has the United 
States. In Germany, the land credit has been provided by a 
system of nine Landschaften banks which sell debentures and 
make amortization loans running from 30 to 75 years. These are 
cooperative in organization, but with certain public prerogatives. 
Intermediate eredit and short-time credit have been provided 
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cooperatively by small local credit associations known as Raiff- 
eisen banks and Schultze-Delitzsch banks. France has provided 
for land credit and intermediate credit through a system called 
the Credit Foncier modeled after the Landschaften banks, but 
being somewhat more public in its nature, like our Federal Farm 
Loan system, and through a subsidiary of the Credit Foncier 
known as Credit Agriculture Mutual which handles the short- 
term loans. 

That agricultural capital is subject to slow turnover and 
unusual risks was learned very early in the history of banking 
in this country. One early writer on the subject said that ‘‘banks 
in farming districts are a nuisance.’’ But nothing was done in 
the way of making special provision for such credit. The National 
Bank Act prohibited national banks from making real-estate 
loans, and required $50,000 as the minimum capital in cities 
under 6,000. In 1900, the minimum was lowered to $25,000. 
This added considerable to the banking service of rural districts. 
For the most part, however, state banks or private individuals, 
and in some sections merchants, provided most of the rural credit. 
The state banks were usually short of funds just when they were 
wanted most. 

The Federal Reserve System liberalized markedly the sources 
of credit for agriculture. Member banks were permitted to re- 
discount 6-month agricultural paper as against only 90 days for 
commercial paper, and were allowed to make loans on farm real 
estate within limits and for periods up to 5 years. An amend- 
ment in 1923 permitted 9-month agricultural paper to be redis- 
counted. The Federal Reserve System must be looked upon as a 
public ageney which establishes connections with the commercial 
banks in rural districts, which are the essential part of our sys- 
tem of agricultural credit. The bank in the city or village in the 
agricultural district is the American institution which typically 
supplies the eredit needs of our agriculture. The Federal Re- 
serve System is effective and useful so far as agriculture is con- 
cerned to the extent that it assists the country banks in 
performing their agricultural functions. That the Federal 
Reserve Banks have helped considerably is evident from Table 39 
following. The total of short-term and intermediate loans to 
agriculture is commonly estimated at over $3,000,000,000 a year. 
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TABLE 39.—AGRICULTURAL REDISCOUNTS OF THE FEDERAL RESERVE BANKS, 


1914-1926 * 

Bills rediscounted (000 omitted) 

Year 
91 days to6 months /Over6butwithin9months 

1914 644 
1915 19,684 
1916 16,818 
1917 29,131 
1918 156,246 
1919 125,285 
1920 351,887 
1921 373,172 
1922 229,989 
1923 182,314 5,449 
1924 122,558 16,603 
1925 81,963 11,627 
1926 90,025 14,483 
1927 


* Annual Report, Federal Reserve Board, p. 94, 1926. 


The Federal Farm Loan System sells bonds and makes first- 
mortgage loans on farms up to 50 per cent of the value of the 
land plus 20 per cent of the value of the improvements, the mort- 
gages being amortized over a period not succeeding 40 years and 
bearing interest not in excess of 6 per cent. These loans are 
available through 12 Federal Land Banks or a subsidiary system 
of joint-stock land banks largely private in their constitution but 
also supervised by the Federal Farm Loan Board. In 1927, these 
banks had loans outstanding to the amount of $1,825,400,000, 
of which not quite two-thirds was furnished by the 12 Federal 
Land Banks. This amount is to be compared with $1,999,000,- 
000 furnished in 1927 by 52 legal-reserve life insurance com- 
panies and $1,448,000,000 estimated by the Department of Agri- 
eulture as furnished by commercial banks in 1920. The Federal 
Farm Loan System and the insurance companies together fur- 
nish more than 40 per cent of the farm mortgage credit. The rest 
is furnished by private investors and former owners of farms. 

The Intermediate Credit Banks were set up in 1923 as subsid- 
iaries of the 12 Federal Land Banks. They operate on the basis 
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of rediscounting paper from agricultural credit corporations, 
eattle-loan banks, commercial banks, or by making loans direct 
to cooperative marketing associations, and secure the necessary 
funds for such purposes by selling debentures secured by the 
rediscounts. The agency making the note to the farmer is limited 
to a 2 per cent margin on agricultural loans and a 2.5 per cent 
margin on livestock loans. The total credit advances of the inter- 
mediate credit banks in 1927 were $142,200,000, of which nearly 
two thirds was rediscounts. Since these banks were organized, 
advances have been made to 366 agricultural credit corporations, 
of which 84 were livestock loan companies. Only 165 of the 
27,000 banks in the United States have made use of the Interme- 
diate Credit System. 

The foregoing discussion of the agricultural eredit system of 
the United States is not complete without reference to the activ- 
ity of the War Finance Corporation set up in 1921, which 
approved up to Jan. 1, 1925, when it began to liquidate, a total 
of 8,747 advances amounting to $479,000,000, of which only 
$298,000,000 was actually advanced. The banks received over 
half of the advanees, livestock loan companies about 30 per cent, 
and cooperatives the remainder. Mention must also be made of 
the state credit systems set up in Oregon, Wisconsin, and a few 
other states, which for the most part have functioned to only a 
very limited extent, and of the farm-mortgage systems set up by 
North Dakota, South Dakota, and Minnesota, which had loans 
outstanding in 1927 of $103,000,000. The two Dakota systems 
have accumulated rather large deficits from delinquent loans. 
The earnings upon the Minnesota loans will probably be sufficient 
to cover the losses. 

With the foregoing as a foundation, we can now discuss the 
further needs of the agricultural credit situation. These may 
be summed up as follows: 

1. No more eredit machinery is needed; but probably all is 
needed that we now have, except the state farm mortgage sys- 
tems, which can be looked upon as having served an emergency 
need. 

2. The present machinery is very far from being properly 
constructed. It needs careful observation and study and re- 


building in parts. The country banks need most observation of 
all. 
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3. The Federal Farm Loan and the Intermediate Credit 
Banks need to handle more business than at present, particularly 
the latter. Agriculture needs that the different kinds of loans 
be more clearly differeniiated, and that more of the long- 
and middle-term loans be handled through these two agencies. 

4. All of the existing agencies need to be better managed than 
at present. Neither the Federal Loan Banks nor the Interme- 
diate Credit Banks can be said to have been effectively managed 
thus far. The work of supervising the joint-stock land banks has 
certainly been carelessly done, to use language mildly. The 
country banks are to be criticized for poor judgment in making 
loans. 

5. The point has been reached where farmers should be able 
to obtain all three kinds of credit at lower interest rates. The 
existing agencies should be able to provide the necessary credit 
at lower rates. 

6. The credit system of the country should be prepared for 
another emergency. It is not sufficient to say that it is ready 
for any ordinary sort of a situation which is likely to develop. 
If the nation can afford to appropriate funds to build 14 cruisers, 
it ean certainly afford to put its credit system in shape to func- 
tion successfully in the next war and postwar situation that 
develops. 

7. It is doubtful if any further emergency credit of the type 
of the War Finance Corporation or the state farm mortgage sys- 
tems should be provided. It is conceivable that a federal loan 
could be floated at low enough interest rates, and mortgages writ- 
ten with sufficient care, so that a very large number of farmers 
could be helped with 1 or 2 per cent lower interest rates than they 
are now paying, and land values could be considerably stimulated 
in consequence. But it is doubtful whether an emergency organ- 
ization could be set up that would select the loans with sufficient 
eare not to harm agriculture more than it would help it. 

Let us see what these statements mean in terms of specific 
credit agencies and types of loans. 


LONG-TERM LOANS 


The principal weakness in the situation with respect to long- 
term loans is that the Federal Farm Loan System is not han- 
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dling as large a proportion of such loans as it should. In par- 
ticular, it was not handling anywhere nearly enough of them 
when the agricultural depression came in 1921. It had not 
expanded its business fas. enough. The reduction of its opera- 
tions in 1919, 1920, and 1921 while the Act was being tested 
for its constitutionality proved to be a very serious offense 
against agriculture. The system could have loaned $500,000,000 
during this period in place of $160,000,000, and if even this 
small amount of additional mortgage debt had been upon an 
amortization basis, the decline in prices of farm products would 
have hit a good many farmers with less disastrous effect. The 
business of the Federal Farm Loan System is expanding at the 
rate of about $100,000,000 a year. This means that by 1940 
it will be handling about $3,000,000,000 of loans, or perhaps 
one-third of the total. If the fraction could be a half rather 
than a third, the agriculture of the United States would be in 
a better position to meet another emergency situation such as 
the recent one. This additional business would be taken away 
from private investors and the commercial banks mostly. No 
doubt, some would also be taken from the insurance companies, 
There is no reason why these other agencies should not continue 
to make loans to farmers provided they will adopt the amortiza- 
tion principle more freely—as the insurance companies are now 
doing—and provided the rates are somewhat lower than at 
present. Too large a volume of the mortgage debt is on the 
basis of 5- and 10-year mortgages for the safety of agriculture 
in any important period of depression. It is argued that a 
large proportion of the farmers do not want long-term mort- 
gages. They are changing their opinion on this subject very 
rapidly. Furthermore, there is no reason why the long-term 
mortgages vannot be handled so that larger payments can be 
accepted at any time the farmer wants to make them. 

The second important improvement needed is a reduction 
in the rate of interest on good mortgages. This is warranted, 
in the first place, by the rapid reduction in interest rates and 
in yields of bonds and stocks which is now taking place. As 
pointed out in Chap. I, the common stocks of the United States 
at the end of 1928 were returning only 4.3 per cent on their 
market value, and the railroad stocks only 4.7 per cent: Liberty 
Loan bonds were yielding only around 3.5 per cent. The Fed- 


CREDIT | 457 


eral Land Bank bonds were yielding from 4.3 to 4.7 per cent. 
The Federal Farm Loan System has never sold its bonds under 
sufficiently favorable terms. There may be good and sufficient 
reasons for this, but they are not apparent to a casual student 
of the subject. Whatever may be the truth as to the past, the 
situation now seems to justify a lowering of the rates. 

A serious charge is now being made against the Federal 
Farm Loan Board that its policy of requiring the 12 banks to 
charge off the loans on foreclosed farms as complete losses com- 
pelled these banks to sell these farms as quickly as possible in 
order to keep their financial statements from showing losses and 
that this assisted in demoralizing the land market in many sec- 
tions. In its last report, which includes 1927 and the first 
quarter of 1928, the board has abandoned this policy. 

Why should one regret the slow expansion of the Federal 
Farm Loan System, you will ask, when considerable losses have 
been realized on the loans that were made? The last published 
report shows over 2,000 more foreclosures. The answer involves 
the most serious of all the charges against the Federal Farm 
Loan System; namely, that it has not handled its appraisal 
problem at all well. Absolutely fundamental to the success of 
any institution which has for its sole function the loaning of 
money on farm land is as thorough an understanding as pos- 
sible of the factors determining the value of land at any given 
time and in any given area. Such an understanding has not 
been available principally because the necessary data have not 
been accumulated or analyzed. The inspectors who made the 
examinations of the land and recommended the loans are not 
primarily responsible for this weakness of the system, although 
some of them made a great many poor recommendations. The 
real weakness has been that those in charge of the appraisal 
work have not understood their problem. Secarcely a year ago 
the Federal Farm Loan System set up in a small way the re- 
search department for collecting and analyzing land-value data 
that was needed 12 years ago. When this research staff has worked 
out its problems properly, it will have mapped out the agricul- 
ture of the United States into many small fairly homogeneous 
areas, assembled data as to the gross and net incomes of farmers 
in each of these areas, and established series of index numbers 
indicating the changes in these. It will have exact information 
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as to the rates at which land is selling and renting in all these 
areas at all times and will have worked out very carefully the 
ratios of cash rents to land values in them. It will also have 
developed a system for determining a safe loan value for each 
individual farm in any of these areas. It will recognize that 
the future agricultural developments in any area should figure 
very largely in such a loan value, and will have worked out in 
close cooperation with the Bureau of Agricultural Economies 
the types of farming that are likely to develop in each of these 
areas. 

When such a program of research and current analysis has 
been developed, in the first place, loans will be made on a basis 
that will greatly reduce the number of foreclosures; in the 
second place, it will be safe to amend the Federal Farm Loan 
Act to permit considerably more than a 50 per cent loan; and, 
in the third place, loans will be made safely on selected farms 
in areas where the banks are refusing to make loans now. 

All of these three developments are of very great importance 
to American agriculture. Young men wishing to become owners 
ought to be able to borrow considerably more than 50 per cent 
of the value of a farm if the farm is properly appraised, if 
the farm improvements are properly insured, and if the Fed- 
eral Farm Loan System has properly studied the trends in 
agricultural production in the area. 

One of the principal opportunities for service to agriculture 
which the Federal Farm Loan System affords is making loans 
in the less-favored agricultural areas in which the insurance 
companies are now refusing to do business. No one wants the 
Federal Farm Loan System or any other public ageney to sup- 
port ‘‘submarginal’’ farming. If no system of agriculture of 
any kind can be carried on advantageously in an area, then the 
Federal Farm Loan System should surely make no loans there. 
But the term ‘‘submarginal’’ is frequently misunderstood. 
Oftentimes, the reason an area is not prospering is not that no 
agriculture can prosper there, but that the system of agricul- 
ture now being attempted there is of the wrong kind, and usually 
is altogether too intensive. What is needed is a system of 
farming which will divide the area into considerably larger 
tracts than now prevail and substitute grazing, woodlots, power 
machinery cultivation, extensive types of crops, or some combi- 
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nation of these, for the agriculture which is now practiced there. 
If any farmers in such areas are now operating farms suc- 
cessfully on this basis, or on any other basis which careful study 
by the Bureau of Agricultural Economics proves to be well 
founded economically, then it is highly important that such 
farmers be granted loans, or that any other farmers intending 
to adopt such a farming system be assisted with loans. Such 
areas are commonly restrained from making the necessary tran- 
sition because of the lack of capital. 

Let us look the facts squarely in the face for a moment. 
Here is an agency set up by the federal government with tax 
exemption on its bonds, with access to sourees of funds on 
nearly the same basis as the federal government itself, with a 
business spread over the whole United States, with a vast volume 
so as to provide a thorough spreading of risks, and with unusual 
opportunity for obtaining the assistance of the coordinate 
branches of the federal government, which thus far has little 
more than held its own in competition with life insurance com- 
panies and other agencies, and which has reached out its hands 
to few classes of farm people that did not already have access 
to similar services from other agencies. It is true that it has 
been a factor in the lowering of interest rates on farm mort- 
gages in some sections and perhaps in general. The average 
farm mortgage rate in 1920 was only 0.2 per cent higher than 
the average yield of high-grade railroad bonds, as contrasted 
with 2.4 per cent higher away back in 1890. But other factors 
than the Federal Farm Loan System have contributed largely 
to this improvement. Surely this record is one which does not 
bespeak a high degree of efficiency in administration. 

Agriculture also needs that agencies be developed for han- 
dling the growing volume of second-mortgage business. The 
Federal Farm Loan System should take a hand in this, possibly 
in a subsidiary department. The wide spreading of risks made 
possible if a federal system handles it will allow much lower 
interest rates than if the same business is handled by a large 
number of small private agencies. Splitting the larger mort- 
gages into firsts and seconds will make for appreciably lower 
rates on the first-mortgage risks. 

In conclusion, it is also proper to ask whether we should 
not begin to look forward to the time when the business of the 
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joint-stock land banks is gradually absorbed by the 12 Federal 
Land Banks. These subsidiary banks have rendered an impor- 
tant service in that they have added considerably to the volume 
of federal farm loans, but their record thus far does not warrant 
arguing for their long continuance. 


MIDDLE-TERM CREDIT 


The great need in the field of middle-term credit is that 
the differentiation between this and short-term credit which is 
recognized in the Agricultural Credit Act of 1923 be carried 
into practice. The handling of such loans by renewing 6- or 
9-month paper of commercial banks creates a dangerous situa- 
tion. Loaning on this basis is likely to be especially large in 
a period of inflation and to precipitate bank failures. There 
is need for preparedness here as in other spheres of public life. 
By no means should all such business be taken away from the 
country banks; but their volume of it should be kept within 
bounds. 

The Intermediate Credit Banks should be able to acquire 
this sort of business. They can obtain money at low rates of 
interest by the sale of debentures, probably at as low rates as 
the Federal Land Banks. They ought to be able to pass the 
benefits of these low rates back to agriculture and reduce the 
rates on middle-term loans much below those now prevailing. 
As is commonly known, farmers in many places pay 10 and 
even 12 per cent—some of these places not far west of the 
Mississippi River. In the South, rates in effect as high as 20 
per cent or more are commonly paid. The Intermediate Credit 
Banks are not being administered in such a way at present as 
to produce very much of an impression on these high rates. 
Not only has there been a lack of aggressiveness in developing 
the intermediate credit business of the system but also the delib- 
erate policy of not taking business away from the commercial 
banks. All this must be changed. Congress should take active 
measures, if need be, to see that such a policy is changed. 

Apparently, there is a difficult problem involved in devel- 
oping agencies that will establish contacts with farmers and 
get the benefits of the system directly to them. The commercial 
banks hinder rather than help at present. They can take any 
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margin that the community will stand when they have their 
paper rediscounted by the Federal Reserve System, but are limited 
to a 2 or 2.5 per cent margin if they do business with the 
Intermediate Credit Banks. One suggestion is that this restric- 
tion on margins be removed. It is argued that competition 
between commercial banks will force them to pass on to the 
borrowers the benefits of the low rates at which the debentures 
are sold. But competition is not working sufficiently well among 
country banks to justify such an experiment. Thus far the 
principal effect of it has been to give us too many banks loaning 
money at rates necessarily high if all are to make a living. 

Another proposal is to restrict the Federal Reserve Banks to 
6-month paper again, or to prohibit their taking paper based on 
loans for the purchase of farm machinery, land improvements, 
dairy cows, and orchard and nursery stock, since it cannot be 
interpreted as self-liquidating by any stretching of the definition 
of this term. The Federal Reserve System adopted very liberal 
policies in regard to paper of this sort in the early days before 
the Intermediate Credit Banks were established. The extending 
of the term of agricultural paper from 6 to 9 months as part 
of the Agricultural Credit Act of 1923 was intended to provide 
an alternative source of middle-term credit for agriculture. 
Now that a system has been set up especially for handling such 
credit, it is proposed that the Federal Reserve System be kept 
out of this field, and that legislation be passed by Congress 
securing such a result. If middle-term loans require special 
treatment, and if it has been worth while to set up a special 
agency adapted to providing such treatment, then it is a highly 
sensible procedure to pass the necessary legislation to provide 
a place for it, and a highly unreasonable procedure to let other 
agencies rob it of its proper place in the national system of 
credit. 

The agricultural credit corporation is the agency favored by 
most students of the subject for bringing Intermediate Credit 
Banks into contact with farmer borrowers. The report of the 
Business Men’s Commission takes a very pronounced stand in 
favor of inereasing the number of such corporations. Appar- 
ently, the Intermediate Credit Banks have made little effort to 
push such a development. The early credit corporations were 
mostly set up by commercial banks for the purpose of shifting 
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to them as subsidiaries the doubtful paper in their hands. The 
first job of the administration, indeed, was to make it clear 
that such corporations were not emergency institutions and 
could aecept only sound loans. But developments since then 
have been such as to warrant a more positive policy. Coopera- 
tive associations have organized credit corporations that have 
made loans for purposes of crop production which have proved 
of great assistance in several states. These have not all been 
successful, but neither have all of them been well managed. One 
subsidiary agricultural credit corporation loaned over $600,000 
last year with a loss of only $500. A number of livestock 
commission associations in the Middle West have successfully 
financed sales of feeder cattle through such corporations. Pri- 
vate commission companies have also organized them in a num- 
ber of cases. 

The proper organization and busmess practices for such 
corporations are not very well understood at present. Experi- 
ence thus far has indicated that small eredit corporations with 
the minimum capitalization of $10,000 are not likely to prove 
successful. This volume of business does not maintain the kind 
of a staff required for efficient operation. Probably $50,000 
should be about the minimum eapitalization. With modern 
means of communication and transportation a corporation of 
this size would be within reach of the farmers in most sections. 
Such eredit corporations can render the largest service in the 
South where eredit is so expensive at present and commercial 
banks are not in the position to provide much of what is needed 
on a reasonable basis. 

The Intermediate Credit Banks should make a eareful study 
of the factors and business practices making for success in the 
organization and management of such eredit corporations and 
then should provide an extension service for assisting such 
organizations with their organization and management prob- 
lems. 

Somewhat the same thing can be said with respect to their 
business with the cooperative marketing associations. If they 
are not so organized and conducted at present as to enable 
Intermediate Credit Banks to make loans to them without too 
much examination and red tape, it is time that all the facts 
with respect to this were brought out and the cooperatives 
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informed as to what is necessary to enable them to make expe- 
ditious use of the Intermediate Credit System. 


COMMERCIAL BANKS 


Only a brief summary of our recent experience with com- 
mercial banks is needed to make it clear that they are the 
weakest part of our agricultural credit system at present. Dur- 
ing the period from 1920 to 1927, a total of 3,390 banks failed, 
of which 557 were national banks. This is over twice as many 
banks as failed during the preceding 30 years. The failures 
were mostly in agricultural areas. More than half of the sus- 
pensions during 1924 to 1925 were in the six states of Minne- 
sota, Iowa, Missouri, North Dakota, South Dakota, and Okla- 
homa, and nearly all of the rest were in nine other states, North 
Carolina, South Carolina, Georgia, Texas, Nebraska, Montana, 
Wyoming, and New Mexico. These failures have continued year 
after year. There were 358 in 1921 and 397 the year following. 
The number then fell to 274 in 1923 but rose to 915 in 1924. 
The next 2 years showed a partial recession, but in 1927 failures 
jumped to 831. It is needless to refer to the paralyzing effect 
of bank failures on the agriculture of the community. At this 
particular time it has caused many farms to be thrown upon 
the market and has further depressed land prices. 

Following is the list of the proposals for handling the bank 
problem which have most to recommend them: 

1. The requirement of a higher capitalization, of $25,000 or 
possibly even $50,000. C. B. Hazelwood, Vice-president of the 
American Bankers Association, is quoted as saying as follows: 
“Tf a ten-to-one ratio between the total demand liabilities and 
the capital and surplus may be accepted as conservative, it is 
obvious that a bank capitalized at $10,000 and with $100,000 
in deposits cannot pay a profit nor show progress regardless of 
interest rates, even if it were operated by one man. Face to 
face and by correspondence, I have discussed this matter with 
many country bankers, and I find that almost all of them favor 
a minimum of $25,000 capital, while many of the more conserva- 
tive incline to $50,000.4 

It is significant that in six of the states having over half of 


1 Report of the Business Men’s Commission on Agriculture, p. 238. 
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the bank failures in 1924 and 1925 the number of banks varied 
from 1 to every 800 to 1 to every 960 persons as compared 
with 1 bank with 7,300 persons in New England. The banks 
failing in the United States during 1924 and 1925 have an aver- 
age capitalization of $38,000 as compared with $100,000 for all 
banks. In any one state, the average capitalization of the sus- 
pended banks may be little smaller than of the other banks. At 
least this was true in the western states and almost true in 
Minnesota. This indicates that it is the average capitalization 
of banks ina territory rather than that of the individual bank 
which makes for weakness. A small bank will be reasonably 
safe in an area where most of the banks are large, but no bank 
is very safe in the region where most of the banks are small. 

It is urged that requiring this larger capitalization will re- 
duce the accessibility of farmers to banking service and tend 
to restore agriculture to conditions that prevailed in the days 
before banks were brought within reach. A number of things 
have happened to destroy the value of this argument. In the 
first place, the decline in the value of money has made $25,000 
represent little more than $10,000 in 1900. In the second place, 
improved transportation and communication have made it pos- 
sible for farmers to reach banks much farther away. Third, 
the present low eapitalization has had for its principal effect 
not bringing banks nearer to the farmers, but increasing the 
number of banks in the same village or city. Raising the eap- 
italization to $50,000 for cities of 2,000 to 10,000 will have the 
effect of concentrating the business in one or two banks in place 
of the three to five that are commonly to be found there. 

Legislation to facilitate and encourage the consolidation of 
the banks in country towns should be very carefully considered 
as a possibility. 

2. The business of country banks should be more largely 
restricted to short-time loans. This has already been discussed 
in connection with the Federal: Reserve and Intermediate Credit 
bank systems. This will leave less business for the commercial 
banks, but that which is left will be much safer business for 
them. Necessarily, there will be room for fewer banks in a 
town after such changes take place. Remember that it was not 
recommended that country banks make no real estate or middle- 
term credit loans. What is here suggested is that the ratio of 
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such loans to short-term loans be greatly reduced in many banks 
in rural districts—more than cut in two in many eases. 

3. It is urged that state banking departments control the 
number of banks by exercising greater discretion in granting 
new charters, that state banking laws be made more rigorous and 
inspections more thorough, and that state banking departments 
be supported adequately so that they can secure competent 
assistance. A comparative study of the administration of state 
banking acts makes it abundantly clear that many of them are 
lax in the first place and not well administered in the second. 

4. It is recommended that educational agencies in the states 
undertake careful research studies into factors making for suc- 
cess in the organization and management of country banks; that 
state banking departments and bankers’ associations make simi- 
lar studies; and that adequate extension service be developed 
to make the results of such studies available to country banks. 

5. While the people of the United States have reason to fear, 
under the financial conditions which prevail in this country, the 
general development of a branch banking system, it is possible 
that a certain amount of ‘‘group’’ banking activity, or possibly 
restricted branch banking, may offer some opportunities for 
strengthening country banks and improving the quality of their 
services. It must also be borne in mind that a probable substi- 
tute for branch banking is chain banking, which has as many 
objectionable features as the former, and which will be very 
difficult to prevent by legislation. 

6. The report of the Business Men’s Commission urges the 
organization of ‘‘country bank associations’’ whose object would 
be to encourage and develop sound banking and increase the 
confidence of the publie in banking institutions through ecoopera- 
tion of the banks for the greater safety of all. Such associations 
might employ the services of a special examiner who would also 
be a general financial adviser and who might be responsible to 
an executive committee representing the banks in the association. 


CHAPTER XXII 
PUBLIC ENTERPRISE AND TAXATION 


We were told in the opening chapter that taxes paid by 
farmers in 1927 were 158 per cent above their prewar levels. 
In dollars in 1927, they were 76 per cent above their prewar 
levels. At 1927 prices, 67 per cent more farm products at farm 
prices were required to pay the 1927 farm tax bill than the 
1910 to 1914 farm tax bill. The index of farm taxes has risen 
51 points since 1921 and 9 points even since 1924. These larger 
tax bills are one of the principal reasons why farm families 
need larger incomes now than in the prewar period. They 
have also figured in an important way in the decline in land 
values. Studies have been made of the relation between real- 
estate taxes and farm incomes for groups of farms in several 
states since 1923. In a Michigan area in 1923, the taxes paid 
equaled 67 per cent of the net income from the land (before 
deducting taxes). The taxes on a group of 1,018 Michigan 
farms in 1925 were 54 per cent of the net land income. Com- 
parable figures for a Colorado group of farms were 38 per cent 
in 1923 and 33 per cent in 1925. A study made in Missouri 
in 1923 showed taxes taking 20 per cent of the net rent before 
deducting taxes. The changes which have occurred in the ratio 
of taxes to net rent of farm land may be illustrated by the 
following series for Iowa: ? 


Percentage taxes 


Year Net rent per acre Taxes per acre “ nenaent 
1913 4.18 0.57 13.7 
1914 4.58 0.66 14.4 
1915 4.37 0.70 15-9 
1918 5.28 0.85 16.0 
1921 | TAL 1.53 21.6 
1922 5.15 aie) 32.9 
1923 4.24 1.53 36.1 
1926 4.90 1.36 27.7 
1927 | 4.54 1.30 28.7 


ETE RE 
1Towa State College Extension Bull. 150. BrinpLey, Jonn E., and 
Grace 8. M. ZorspauaH, ‘‘The Tax System of Iowa,’’ Table 26, p. 55. 
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Taking the country as a whole, the taxes per acre have risen 
slightly instead of declining, as in Iowa, but farm incomes have 
risen more than taxes, with the result that the ratio of taxes 
to net rent has in genera! declined, as in Iowa. 

The foregoing summary of the present situation is entirely 
in terms of taxes, whereas the problem which we have to handle 
includes the whole matter of the economy of publie enterprise 
and various forms of governmental activity discussed in Chap. 
II. One set of questions relates to what activities shall be 
handled or undertaken by governmental agencies. Another set 
of questions assumes certain activities, such as roads and schools, 
as being public in their nature and undertakes to determine the 
cconomy of their organization and management. Under this 
head, answers must be found to such questions as whether or 
not a road should be improved or a bridge built? whether the 
present is the right time to undertake such a venture? what 
type of a bridge to build? how to organize and direct its con- 
struction? and how to finance its construction? Specialists in 
public finance and taxation have given most attention not to 
such matters as the foregoing, but to methods of raising the 
funds by taxation with which to finance them. Surely, the 
raising of the funds is important. Surely, there is a relation 
between the nature of the public enterprises and the methods 
of their support. But the major consideration is the enterprise 
itself, its purposes, organization and administration. The term 
‘‘nublie finance’’ as distinguished from taxation is commonly 
assumed to include problems relating to the objects of public 
expenditures, but it does not suggest their true nature nor 
direct attention to their most important aspects, which essen- 
tially relate to what may be called ‘‘public production”’ or ‘‘en- 
terprise’’ as distinguished from private enterprise. 

The foregoing can be made clear if we assume for a moment 
that the bridge above mentioned was needed on a large private 
farm instead of upon a public highway. The proprietor of this 
farm would balance the prospective increase in gross income 
produced by this bridge through a fuller utilization of the land 
beyond the river against the prospective new budget of expenses, 
which would include a somewhat reduced allowance for time 
and expense in hauling, but additional items for interest, depre- 
ciation, and upkeep on the bridge. If the estimated gross re- 
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ceipts were increased more than the estimated expense budget, 
the proprietor of the farm would probably decide to build the 
bridge. If a county or township were confronted by the same 
problem, it ought to figure in the same way, estimating as closely 
as possible, on the one hand, what the bridge would add to the 
gross incomes of the people in the county or township, and, on the 
other, what it would add to their expenditures. Such estimates 
are not very easy to make in the case of public enterprises, but 
they can and should be made. They have to take account of 
travel for pleasure as well as for production purposes. Bridges 
and roads are frequently constructed mostly for the purpose of 
diverting traffic from one city to another without any important 
real saving for the people who use the highway. Such wastes 
of production should be checked as much as possible. 

Although it may be good economy to build a bridge, the 
time may not be appropriate for it. The financial condition of the 
taxpayers may be such that they should not undertake the ven- 
ture now. The money needed for the bridge may be worth more 
to a majority of the farmers in the township for other purposes 
—for readjusting their farming from a cash erop to a livestock 
basis, for purchasing power machinery and operating larger 
units on a more extensive basis, for making payments on mort- 
gages, or for sending children away to school. A county or a 
township must also-consider the state of its own treasury and 
its existing load of bonded debt. 

It is hardly necessary to state that the governmental unit 
has the same sorts of problems as to type of bridge, letting the 
contract, supervising the construction, and the like, which a 
private enterpriser would have. 

The analogy cannot be earried farther without calling atten- 
tion to certain important differences between public and private 
enterprise. In the first place, many expenditures by govern- 
mental units are for purposes which are generally called ‘‘eon- 
sumptive,’’ as distinguished from ‘‘productive,’’ such as for 
education, health and sanitation, and recreation. Expenditures 
for roads, except back from the main highways, are as largely 
for pleasure as for business purposes. If a projected enterprise 
relates to production economy, the criterion of its value is 
whether or not it increases income; if it relates to consumption 
economy, the criterion of its suecess is whether or not it spends 
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net income wisely. It is just as important to analyze the latter 
as the former. Income is earned largely for the purpose of 
spending it on one form of living or another. A program of 
wise utilization of income must be developed side by side with 
the program for increasing income. The citizens of every com- 
munity have considerable income to spend for consumptive pur- 
poses which are now commonly recognized as lending themselves 
to public control and administration. Governmental units must, 
therefore, give very careful attention to the economy of con- 
sumption. 

The other important difference is that the families in a 
taxing unit are not all in the same financial condition. Some 
need to spend as largely as possible for the purpose of increas- 
ing their production so as to have more income to spend, and 
others are in the position of having income which they could 
well afford to have devoted liberally to public consumption uses. 
The principle is sometimes advanced that no money should be 
taken from individuals and used for public purposes unless the 
individuals would find it in their own interest to make the same 
_use of it. If this rule of action were strictly followed, no public 
activities of any kind would be possible. There would always 
be someone who could use his money himself to better advan- 
tage, or would prefer that the government use it in some other 
way: Under a democratic form of government, the majority 
rules in such questions. But the interests of an important 
minority should not be ignored in most decisions of this kind. 
This is especially true if that minority consists of people in poor 
circumstances who need their incomes for private purposes. 
The alternative commonly adopted to meet this latter situation 
is a system for taxation which collects a considerable part of 
the income on the basis of ability to pay rather than of benefit 
received. Only in this way can public improvements much 
desired by the more well to do be financed without undue hard- 
ship on the poor. 

Our most important need in the field of public enterprise 
and taxation is for greater wisdom in deciding upon questions 
as to when and how to spend public money for various purposes. 
Tt is true that such matters are frequently voted upon in special 
referendums, but even in such cases the voters do not have the 
clear understanding of the issues which is needed. Most of such 
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decisions are made by representatives of the people on township 
boards, county boards, state legislatures, and the like, who are 
chosen for reasons little related to the problem of spending the 
public money. Thus the state legislature decides what the ap- 
propriation of the state university will be, and Congress, in 
theory, decides what means will be available for providing a 
better information service for farmers. 

In one of our western states not many years ago a candidate 
for governor made reducing the taxes, abolishing the public ser- 
vice commissions, and hamstringing the university because of 
its collaboration with the commissions, the principal planks in 
his program for election. It was easy to show that all the 
objectionable public service commissions combined were adding 
less than 30 cents a year to the taxes of the average family, and 
that any reduction in the university budget within reason would 
save them even less; but there was no way to get this informa- 
tion into the hands of the voters. Let us suppose that each 
voter in a typical county could have been asked whether he 
preferred to have his taxes reduced 3 cents and the railroad 
commission abolished, or to keep the railroad commission in - 
operation—what would have been his answer? What would 
have been his answer if a similar question could have been put 
to him with respect to specific activities of the state university ? 

Obviously, it will never be possible to work out a system 
which will obtain the answers that might be obtained in the 
foregoing way. If it were possible, it would still be necessary 
to devise a system for informing the citizens truthfully as to 
the issues involved. One cannot be certain, moreover, that ma- 
jority rule might not prevent some very important publie activi- 
ties which the conceivably more far-sighted representatives would 
approve. 

There is not the slightest doubt that an increasing volume 
of public expenditures will be authorized as the years go by. 
The standard of living is being raised in both city and country, 
and the things that governments provide—schools, roads, sani- 
tation, various forms of public service rendered by commissions 
and bureaus, figure very largely in this higher standard of 
living. Constantly, more of the things which make up a scale 
of living are of the sort that public agencies ean supply to the 
best advantage. This is as true of changes in production as of 
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changes in consumption. The greatest needs of agriculture at 
present are for services to assist individuals in adjusting them- 
selves to changes in economic conditions and in keeping produc- 
tion and marketing orderly; and these are exactly the services 
that public agencies can best provide. We can expect com- 
plaints about high taxes. There will always be a minority con- 
sisting of those who need their little income more for other 
purposes, plus those who are not themselves benefited by the 
improved public services and are disposed to be selfish in the 
matter. But the preponderant interest will nearly always be 
toward increased expenditures, not only absolutely, but relative 
to incomes. Although we declaim against large tax bills, when 
we stop to weigh what we get in return for what we spend on 
publie services, against what get in return for other money 
spent, or balance what we pay governments to provide such 
services against what it would cost us to provide them our- 
selves, we find ourselves in the majority of cases voting for the 
larger public expenditures. If we vote the other way, abolishing 
some form of public service, it is only a year or two before 
we vote it back again. Thus public expenditures move on 
upward, with little recessions here and there and now and then, 
followed presently by ascents to levels not before reached. 

A familiar incident in such a process is having some political 
leader seize a strategic moment to make tax reduction the issue 
in his campaign and ride into office upon it. By vetoing appro- 
priations for new construction and repairs, which often are 
overdue; by checking promotions and salary increases in the 
publie service, and reducing the amount of quality of public 
service in various ways, our hero makes some kind of a showing 
of reduced expenditures, or at least of no further increases. 
This game can be played for only a few years at a time. The 
administration that follows finds itself confronted with arrears 
which must be met with higher taxes. 

Nothing which has been said must be interpreted to mean 
that no economies in public administration are possible. The 
contrary is pronouncedly true. Much can be done in introduc- 
ing economy and efficiency into the organization and manage- 
ment of public enterprises. Comparative studies of costs of 
education, highways, police protection, fire protection, and all 
the various forms of public service will show large differences 
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in unit costs and quality of service. But there is ordinarily 
little relation between true economies in such administration, 
which consist of securing more and better service in return for 
money expended, and the temporary reductions in appropria- 
tions made by those who ride into office after campaigns for tax 
reduction. The reforms in public administration which have 
resulted in true economies have more often been made by con- 
structive forward-looking leaders in periods when tax reduction 
has not been an important issue. 

In general, the public service suffers more from niggardliness 
in salaries than from any other cause. There is a principle 
somewhat akin to the law of diminishing returns that applies 
to the choice of men for various grades of tasks. For any given 
task there is some grade and type of worker who will give the 
largest. return for the money spent upon him. A poorer grade 
of servant will do the job, but only indifferently well, and part 
of the salary paid him will be, in effect, wasted. If too good 
a man is employed, a loss will result because he can accomplish 
more at a task requiring more unusual ability. Altogether too 
many of the jobs in the public service are manned by persons 
of too low grade for economical service. It is commonly said 
that workers in publie service are greatly underpaid. This may — 
be true. But amore appropriate statement is that governments 
are not commonly employing as good servants as would be most 
economical. It would be a mistake suddenly to raise salaries 
in the publie service, since the principal effect of it would be 
merely to add to the salaries of many persons now getting more 
than they earn, according to true standards of efficiency ; but 
if new salary schedules could be adopted and the abler men 
promoted to the top of each rank, and new positions also could 
be created at the top and abler men brought in from the outside, 
great improvement could be made within a few years, and before 
very long the whole service would be upon a new plane of 
economy. Yet just such a reform as is here outlined is what 
is least to be expected from a public official who has been 
elected to office in a campaign for tax reduction. 

The Civil Service system has proved to be of great advan- 
tage to the public service in United States and should be fur- 
ther extended; but it has fallen far short of its high promise. 
In England, where the term ‘‘civil service’’ first came into use, 
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a goodly share of the outstanding men in the university classes 
each year have been drawn into the government service. These 
young men have been promoted from grade to grade until today 
the best of them are at the very top. A few bureaus in the 
United States public service are showing signs of developing in 
this direction; but only a few. To state the reasons in full for 
this difference, would take us far beyond the purposes of this 
book; but it is germane to the subject in hand to indicate a 
few of them. The low schedule of salaries is one factor. More 
serious is the failure of our public service to provide for eon- 
tinuing promotion to the key positions in the various branches 
of the service. Remedying this ealls for putting still more of 
the higher-salaried positions under civil service and creating a 
few more of the higher-salaried positions. Another important 
factor is the type of requirement that has been set up in the 
Civil Service examinations. Altogether too much emphasis has 
been placed upon mere experiencé and not enough on training 
and ability. If the emphasis had been placed on these latter, 
and young men had been drawn into the service and promoted 
as rapidly as necessary to retain their services until they reached 
the high-salaried positions at the top, we would now have a 
much higher order of ability in the public service. Instead, our 
public service has acquired a too large proportion of men who 
have obtained experience on too many jobs, and have presently 
reached the point where they are willing to take a position at 
the salary levels prevailing in the government service. 

Some years ago, one of those persons who style themselves 
‘‘applied psychologists’’ held a series of meetings in our na- 
tional capital. Now the secret of the suecess of one of these 
performers is to attract as many persons as possible from among 
those who have not been successful in life and convince them 
that they have natural talents but have not yet mastered them- 
selves or have not yet found their right niche in the scheme 
of things. In no city, according to the testimony of this par- 
ticular performer, was she more enthusiastically received than 
in Washington, and the most numerous group in her clientele 
consisted of persons in the public service. 

In the discussion of the economy of public enterprise which 
has appeared, only one note of any importance has been sounded, 
and that is that nearly all of the public expenditures are for 
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local undertakings, for which towns and counties are altogether 
responsible; and that, therefore, if any reduction in these ex- 
penditures is to be accomplished it must be brought about 
through inducing the taxpayers in these jurisdictions to author- 
ize fewer public benefits. While this position is valid, it can 
easily be overstated. It is not difficult to find townships or 
whole counties that have overreached themselves in their pro- 
grams of public improvements in the last 10 years. It is as 
serious for a township to overexpand its road building and 
other improvement program as it is for an individual farmer 
to do it. It does not hurt any one farmer as much, but it hurts 
the aggregate of them much more. In particular, it imposes a 
severe burden upon those who are close to the precipice of 
financial catastrophe. 

The weakness of this analysis of the problem is that in itself 
it offers no means of remedying the evil. There is need for a 
very extensive program of comparative studies of county and 
township expenditures with a view to determining the principles 
and rules of guidance in the making of public improvements. 
Left to themselves, local governmental units will continue to 
blunder along as in the past. 


TAXATION 


So far as the problem of raising the public revenues is con- 
cerned, it ought not be necessary to discuss it in detail as it 
relates to agriculture. Instead, let us summarize the conelusions 
that can properly be derived from the various analyses that 
have been published, including particularly that of the report 
of the Business Men’s Commission on Agriculture (Chap. IX). 

1. For the increasing volume of public expenditures which 
is likely to be voted as above indicated, the sources of public 
revenue in the United States are entirely ample. One needs— 
only to compare the ratio of taxes to wealth and income in the 
United States to that in England, Germany, France, and other 
leading nations in order to realize the utter truth of such a 
conclusion. To be sure, those who are contributing liberally 
from their incomes in the form of inesme and corporation taxes 
in the United States look upon these contributions as exorbi- 
tant. They are, relative to the prewar situation; but not other- 
wise. The major problem in taxation, therefore, is to find some 
way of obtaining the use of these funds for public purposes. 
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2. The methods of taxation used in most of the states at 
present are not adequate or satisfactory. Their principal defect 
is that they depend too largely upon the general property tax. 
This makes so heavy a burden upon real estate that the point 
is soon reached beyond which obtaining further revenues from 
this source is confiscatory in effect and a drag upon the improve- 
ment of private property and, in particular, a serious discour- 
agement to home ownership. 

3. A diversified system of taxes which makes the levies on 
several different bases distributes the taxation burden more 
equally and makes it easier to secure adequate revenues. 

4. In any program for diversifying sources of income at 
present, income taxes must be our principal hope. Farm people 
do not favor income taxes to the extent that they should. They 
have not yet been taught to understand how they will be affected 
by them. Even the farm press becomes selfish when the income- 
tax issue is raised. It would appear that the agricultural experi- 
ment stations and extension divisions should undertake a broad 
national program of research developing the facts as to the 
bearing of a system of income taxes upon agriculture and then 
set about teaching the results to farm people. The Department 
of Agriculture should take the lead in organizing such a 
program. 

5. Many forms of public expenditure require distribution 
over a much larger territory than the taxing units now sup- 
porting them. This is already recognized in the program of 
support for the building of national highways and various forms 
of state aid to local school districts. The principle should be 
extended still farther. So far as roads are concerned, no doubt 
a goodly share of the expenses of upkeep of the cross-roads used 
almost altogether by farmers should continue to be a burden 
upon farm real estate, but the highways connecting cities and 
villages or used by townspeople to reach lakes and places of 
amusement should be built and maintained almost altogether 
out of funds collected from other sources than the general prop- 
erty tax.? Rural schools must have more outside support than 


2At this point attention should be called to the following significant 
statements from Dr. McKay’s report mentioned in Chap, XIX: 

Traffic on the rural highway system is predominantly that of city-owned 
passenger cars and motor trucks. On the New Hampshire State Highway 
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they are now receiving if they are going to be suitable places 
for training a large part of the future citizens of our cities as 
well as of our farming districts. Of almost equal importance 
is providing better health facilities for rural people. At present, 
many rural districts are altogether too far removed from good 
doctors, dentists, and hospitals. 

6. Any program of improvement of conditions in rural dis- 
tricts must be tied up very carefully with land-utilization pro- 


System, 6.1 per cent of the use consisted of farm-owned vehicles, whose 
average trip was 13 miles; in Ohio 12.4 per cent of the traffic, and the 
average trip was 12 miles; in Pennsylvania 7.1 per cent, and the average 
trip was 26 miles; and in Vermont, 10.1 per cent, while the average trip 
was 12 miles. 

Of the 23,500,000 motor vehicles registered in the United States in 1927, 
5,000,000 were farm-owned vehicles. Although appromixately one-fifth of 
the motor vehicles are farm-owned vehicles, they are distributed over a 
considerably larger area than city-owned vehicles and their use of the high- 
way is less concentrated. 

Manufactured products constitute the largest percentage of goods hauled 
on rural highways. Products of agriculture and animals comprised 16.4 
per cent of the total net tonnage hauled on rural highways in Connecticut, 
18.7 per cent in Cook County, 15.0 per cent in Maine, 14.6 per cent in New 
Hampshire, 21.9 per cent in Ohio, 19.9 per cent in Pennsylvania, and 17.1 
per cent in Vermont. 

Farm trucks comprised only 7.5 per cent of the total loaded motor 
trucks on the highway system of Cook County, Illinois, 11.9 per cent in 
Maine, 5.5 per cent in New Hampshire, 12.7 per cent in Ohio, 7.8 per cent 
in Pennsylvania, and 11.1 per cent in Vermont. 

The improvement of established roads serving a farm territory has little 
influence on the value of rural land, compared with the major factors which 
establish the value of agricultural land. The approximate differentials in 
farm value between road types resulting from highway improvement in a 
Wisconsin dairy county is less than $5 per acre for a concrete surface over 
a gravel surface, and less than $3 per acre for a gravel surface over an 
earth road. Similar relationships were found in several Iowa counties. 
This small increment of value to rural farm land resulting from improved 
highways, if taxed to finance part of the cost of a highway improvement, 
requires the future replacement of the highway improvement from other 
sources of income. For example, assume that a paved surface adds $4 of 
value per acre to farm land within a one-mile zone on each side of the 
road. Assume further that this increase in value is absorbed by taxation 
to finance part of the total cost of the road improvement. Fifteen or 
twenty years later the road is worn out and must be replaced. The finane- 
ing of any part of the replacement costs should not be assessed against the 
same farm land, since the replaced surface adds no new value to the land. 
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grams. If the area is one which in the long run will be unable 
to support some system of agriculture which will yield its people 
a good living and maintain roads, schools, telephones, and other 
public institutions on the same basis as other farming districts, 
then any distribution of public funds to make up present defi- 
ciencies in such districts must be interpreted as temporary pub- 
le aid and should be planned on that basis. The cost of pro- 
viding roads and schools for farm families in a region of large 
farms and extensive agriculture is much greater in proportion 
to the farm income per acre and must be taken account of fully 
in determining the probable future of any system of farming 
in the region. 

7. A going forestry enterprise with trees in all stages of 
growth and regular cuttings each year can stand taxation on 
the same basis as any other type of enterprise; but the forests 
of the United States are not in this condition at the present 
time, nor are they likely to be for another 100 years. Instead 
we have 1388,000,000,000 acres of virgin timber which ought to 
be a source of public revenue on the same basis as a coal mine, 
and then a much larger acreage of land upon which second- 
growth is now developing, in so far as it is able to escape forest 
fires and other hazards. The tracts of virgin timber should 
not be taxed very heavily because this will cause them to be 
logged too soon. If the cutover lands are taxed at the rate 
generally prevailing for such lands, private capital is likely to 
find the burden of ownership and forest protection and develop- 
ment too great. What is wanted for these lands is some system 
of taxation which will defer payments until the crop is about 
ready to be harvested. But such a system of taxation would 
mean that such property would yield no public revenue for the 
present local governments. It is generally agreed that the best 
system is one which will impose rather small taxes on lands 
being restocked with timber, and depend upon a rather large 
yield tax at a later period. if the local governments cannot 
obtain sufficient revenue at present from such a system of taxes, 
then the state or the nation must take a hand either by making 
up some of the local deficiencies in revenue resulting, or by 
purchasing the land and providing the necessary roads and fire 
protection for the forest areas. Clearly, the former arrangement 
is to be preferred in many cases. 
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8. As a corollary to the wider distribution of public expendi- 
tures and sources of public income, any concentration of wealth 
in one place, such as in a mine or in a large city, should be 
a source of income upon which counties, states, and even the 
nation should be able to draw. The iron mines of northern 
Minnesota should not be interpreted as sources of revenue only 
to the counties in which they are located. The income of the 
city of New York is drawn from the whole nation and is prop- 
erly taxable in support of a national program of road building. 

9. A good system of taxes should collect something from 
every citizen so as to keep him interested in the problem of 
public expenditures. A simple head tax is better than none, 
but a more desirable tax is one which will be smaller or larger 
according to the volume of public expenditures. 

10. Gasoline taxes, in both theory and practice, have proved 
to be the most satisfactory source of revenue for road building 
and maintenance; but there are some advantages in sizable regis- 
tration taxes and in a levy upon automobile manufacturers. 
The adding of $100 to the price of every automobile at time of 
purchase would provide a fund that the federal government 
could use in the building of interstate highways, and would be 
good economy in the sense that each person buying a ear would 
purchase that much of a share in the highways upon which he 
was going to drive it. In theory, gasoline taxes should be used 
only for the maintenance of highways and new construction 
ought to be financed out of capital investments such as this 
$100 tax would be. There can be no doubt that decisions 
whether or not to purchase automobiles would be more intelli- 
gently made if motor-car taxation were on this basis. 

11. The administration of local taxation could be improved 
greatly. Recent studies such as in Illinois have shown that 
assessments are very unequal and that equalization is very inade- 
quately handled in many states. The line of progress in better 
tax administration is the centralization of more authority in 
state tax commissions. Where such centralization has occurred, 
tax administration has been very greatly improved. 

12. There has been much discussion to the effect that the 
rural districts are bearing an unfair share of the tax burden. 
Such analysis is of some pertinence from a short-time point of 
view. If the farmers’ ratio of taxes to income increases rela- 
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tive to that of urban residents, they and all of their generation 
will feel the effects; but so far as demonstrating the absolute 
burden of support of public enterprise borne by rural people 
in contrast with that borne by urban people, such figures are 
of little consequence, for the reason that nearly all taxes are 
to some degree shifted and some are very largely shifted. The 
tenant pays the tax on the house in which he lives when he 
pays his rent. It is probable that the farmers contribute a 
considerable portion of the taxes on railroads when they pay 
the freight on their grain and livestock. 

In the long run, wages and incomes get adjusted to taxes 
in such a way that the receivers of them support publie enter- 
prise according to the fundamental conditions of supply and 
demand for the services which these people have to offer to 
society, and a different system of taxation would not change 
the essential situation. But certain sorts of taxes are shifted 
very slowly. The only way that income taxes can be shifted 
is by reducing the supply of persons performing the services 
for which these incomes are the rewards. It is possible to cite 
cases where high income or corporation taxes have kept capital 
out of fields of production and raised the prices of the product 
or service to the consumer. In the ease of railroads, the higher 
taxes that began to be levied about 20 years ago have indeed 
been passed on to the users of railway service in higher rates. 
But this does not prove that the general level of prices paid 
by consumers is higher because of the progressive income taxes 
which are now levied. To demonstrate that, it will be necessary 
to show that high income taxes make our well-to-do classes and 
our entrepreneurs less interested in making money and starting 
new enterprises or more careless about profits; or that it induces 
them to send capital out of the country, or perhaps to spend 
their income more freely on current consumption. It is very 
doubtful if any of these can be proved to have happened. 

Even in the short run, enough taxes are shifted so that 
determining the actual burden borne by various social classes 
is impossible. Equalizing the tax burden in the sense of making 
direct tax payments equal or proportional to income is, there- 
fore, almost a useless ambition. The two most important criteria 
of a good tax are its effect on society and its collectibility. 


CONCLUSION 


The task which we set for ourselves is done. By no means 
have all aspects of the problem of agricultural reform been 
brought into the picture. Nor has any aspect of it been pre- 
sented in much detail. But within the limits which were set, 
the task has come to an end. Before pens are finally laid aside, 
let us take a few moments to pass in quick review over the 
picture, point out its features of greatest significance and set 
them in proper perspective. 


THE SETTING 


In spite of many opinions to the contrary, the agricultural 
people of the United States are not sharing as they should in the 
prosperity of the nation, are not sharing as nearly equally in it 
now as in the period just before the World War. The real incomes 
of farm people are a little higher now than in 1910 to 1914; 
but they are not so adequate to meet the needs of the prevailing 
national seale of living. In consequence, the capitalization of 
agriculture is still declining, whereas that of urban industry has 
risen almost steadily since 1921. 

So far as the ‘‘depression’’ itself is econcerned—the inflation- 
deflation episode—agriculture climbed out of the depths in 1922 
and 1923 along with urban industry. But since then, agricul- 
tural incomes have remained at virtually the same level. The 
year 1925 was better than has been any year since. 

The explanation of this has much less to do with inflation 
and deflation than with a number of fundamental changes that 
have occurred in the economic environment of agriculture. Most 
significant of these changes is the new trend toward larger 
agricultural production—essentially a world-wide movement— 
which set in probably before 1910. The opening of new areas 
on the frontier has played a smaller part in this expansion than 
have technical improvements in agricultural production, notably 
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the introduction of gasoline power. The other major influence 
is the rising scale of living in the United States especially. 
This has been supported by the higher wages and profits of 
urban enterprise. The demand of the city populations for food 
is still increasing; but not so fast as their incomes. A larger 
proportion of today’s incomes is spent for goods and services 
produced in the city. 

Such developments as these eall for fewer people on farms 
and more in the cities. And the population is shifting accord- 
ingly, at what at first seems like an amazing rate. But a large 
part of the apparent increase in the rate of urbanization merely 
reflects the passing of the frontier. We no longer have large 
rural population increases on the frontier to offset the decreases 
behind the frontier that have been going on for many decades. 
The present shift is not yet rapid enough to equalize incomes 
in agricultural and urban enterprise. 

If no important reform measures are instituted in the next 
decade or two, farm incomes will improve a little, mostly as the 
result of larger production per farm and lower costs of produc- 
tion, these arising from further use of power and machinery, 
better adaptation of the intensity of cultivation to the grade 
and type of land, and further technical improvements. Prices 
of farm products at the farm will rise very little relative to 
the general price level. Land values will establish almost a 
new level for the time being at a point just a little below where 
they are now. Rural living will improve appreciably more 
than rural incomes, principally because the decline in rural 
population, which will continue, although at a slackening rate 
presently, will mean a larger per-capita income for the farm 
population. Exports of farm products will decline a little in 
spite of the expansion of production. Land will go out of crops 
and even out of farms almost as rapidly in some sections as 
it comes into crops and farms in others. The new land in 
farms will be mostly that which lends itself to the use of power 
and machinery. 

The nation needs to decide now whether it wishes its agri- 
eulture further to subside, relatively and even absolutely; 
whether it wants an increasing concentration of its people in 
urban areas and occupations. Probably about 22 per cent of 
our people live on farms now. By 1940, if no significant meas- 
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ures are taken to prevent, probably 15 per cent or less of our 
people will live on farms. No country of Europe except Eng- 
land and Wales (combined) had as low a percentage as 15 
when its last census was taken. No one wants any family to 
stay on a farm if it can do better in the city. No one who 
gives the matter serious thought favors maintaining by subsidies 
a farm population much larger than can be justified by financial 
return. But there are reasons enough of a social nature—and 
even economic, in the true sense of that term—to warrant bur- 
dening the cities a little in order to maintain a larger farm 
population than we otherwise will have, and provide a better 
and fuller rural life. The greatest need now is to provide a 
better kind of living in the farming districts, especially better 
education, better health, and better recreation. 

The national policy thus far has been in the opposite direec- 
tion from the foregoing—has favored urban industry at the ex- 
pense of agriculture. This is true, even though the nation has 
done as much for its agriculture along many important lines as 
has any nation on the earth. 

The recent spasm of legislation designed to help agriculture 
largely ceased after 1923. Those measures which were passed 
during this spasm helped slightly in the recovery of 1921 to 1923. 
The emergency eredit legislation helped most. There is promise 
that some of the legislation of that period, such as the central 
marketing control measures and the Credit Act of 1923, will, in 
time, prove to be of considerable value. 

There is need for a more vigorous program of agricultural 
reform than has thus far been undertaken. Some of the measures 
should be of the sort which will assist farm people more freely 
in solving their own problems and making their own readjust- 
ments. Others must be designed to assist them in getting to- 
gether in cooperatives and working out their problems by asso- 
ciated effort. But after all this has been done, there will still 
be need for a considerable program of regulation and of govern- 
mental participation in agricultural affairs—such regulation as 
is represented by control of marketing and commercial credit 
facilities; such participation as is represented by the use of the 
taxing authority, the levying of import duties, the setting-up of 
quasi-governmental credit and marketing agencies, the establish- 
ing of public forests and reclamation projects, the building of 
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highways, and the provision of rural education and rural health 
facilities. State and local governments have fully ag large obli- 
gations with respect to this program as has the national govern- 
ment. 


THE SURPLUSES 


The program of agricultural reform has been much confused, 
and possibly delayed, by the injecting of the surplus controversy 
into it. The MeNary-Haugen bills were not surplus bills in any 
true sense of the term ‘‘surplus.’’ They provided plans for rais- 
ing the prices of farm products by making the tariff duties 
effective. They are therefore discussed in Part III of this book, 
which deals with the various price-raising plans. 

The type of real surplus which is most serious is that which 
results from overplanting or overbreeding for a series of years 
—such as exists with sugar at present, probably also with rubber, 
wheat, and corn. The result of such a surplus is a level of prices 
for the time being that will not support the growers of the prod- 
uct at their accustomed scale of living. Another type of surplus 
is that which may result any year as a result of favorable 
weather. A third type is that which happens every year with 
almost all farm products—the season surplus which must be 
earried till the consumers are ready for it. 

The relation in the United States of price to supply of cotton, 
potatoes, and other similar crops is such that their total gross 
value and their total net value (after expenses of production are 
deducted) is greater from a small crop than from a large one. 
The price of these products rises so fast when the supply fails 
that it more than offsets the decrease in volume sold. The same 
is true for all meats combined; but probably not for any one 
kind of meat considered by itself. As the supply of beef falls 
off, pork and mutton are substituted and the price rises less 
rapidly in consequence. (The data upon this subject point to 
uncertain conclusions.) The total value of the world crop of 
wheat also rises as the supply fails; but not that of the United 
States crop alone. The production of other countries is usually 
not short in the same years that ours is. In consequence, usually 
our large crops of wheat bring in the most money. Corn and 
oats crops which are about normal probably sell for the most 
money, although the data as to this are far from conclusive. 
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What evidence there is indicates that acreage or production 
of most farm products usually increases somewhat the year fol- 
lowing high prices, even though it may have been caused by low 
yields, and still more in the second year following. 

The slope of the curve of relation of supply to price for most 
farm products is somewhat steeper for short crops than for large 
crops. The effect of this is to make an enlarged carryover of 
such crops generally reduce prices more in the year following 
than it raises them in the first year. A program of enlarging 
the carryover in order to stabilize incomes of growers is therefore 
likely to lower the average price received and use up the capital 
of the corporation doing the holding. To have stabilized the 
income of the cotton growers from 1899 to 1913 would have cost 
the corporation about $15,000,000 a year, on the average, and the 
growers about $16,000,000 in addition. From 1914 to 1927, the 
costs would have been much larger. 

No single plan of enlarging the amount of season surpluses 
earried over till later in the same year will be profitable, al- 
though, in general, some gains could have been made in the past 
by enlarging the fall carryover of cotton in years when its 
production was below normal, and the fall carryover of wheat 
when its production was above normal. This plan may not work 
in the future. To the extent that it is possible at present, or may 
prove to be possible in the future, to forecast price movements 
more surely than it is now done by the growers, a program of 
selecting the months in which to do the holding will enable the 
growers to realize slightly larger returns than they are now 
receiving. But price forecasting never will be done with much 
certainty ; and it surely cannot be done with much certainty at 
present. Even the understanding of price movements now avail- 
able can be useful to growers and their cooperative organizations 
if it is applied with intelligence and discretion. 


PRICE RAISING BY GOVERNMENT ACTION 


The conventional method of raising prices of commodities by 
government action is by imposing tariff duties upon the imports 
of them. This device has been used to raise prices of some farm 
products in the past; and it may be somewhat further used to 
this end. A careful survey of the possibilities along this line 
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leads to the conclusion that the average gross farm income might 
be increased by $30 in this way, and the average net farm income 
by $15. Further duties on sugar, wool, flaxseed, and beef, and 
new duties on hides and raw cotton, would contribute most of 
this increase of $30 in gross income; but some of these would add 
more to the farm family expenses than to its income. Lowering 
the level of import duties on manufactured products would add 
more to the real income of farm families than can any possible 
increase in duties on farm products. But there is no chance of 
such a development in the immediate future. What is more 
likely to happen is that enough duties on manufactured products 
will be raised to use up, in the form of higher prices, more than 
the possible $15 of increase in net farm income. 

Realizing the foregoing, the farm organizations have since 
1924 been urging some other form of government price-raising 
activity. They have been trying to work out a plan for getting 
the prices of the farm products used in domestic consumption 
raised by the amount of the tariff duty just as would be the 
ease if the tariff duty were effective, with the export part of the 
erop still being sold at world prices. The McNary-Haugen plan, 
if it could have been enacted into law, and if it could have been 
made to work, would have accomplished this purpose for wheat 
and some other products. It would have added 8, 23 and 24 
cents, respectively, to the prices received for the 1925, 1926, and 
1927 crops. If production were increased to 1,000,000 bushels in 
consequence, only 8.6 cents a bushel would have been left for the 
growers. Applied to cotton, together with an import duty of 
5 eents per pound, it would have added 1.02, 0.90, and —0.62 
cents respectively to the 1925, 1926, and 1927 crops, assuming 
no increase in production resulting. With an increase of 10 per 
cent in production resulting, the growers would have lost from 
$100,000,000 to $200,000,000. At present duties on pork and 
pork products, the McNary-Haugen plan would have added only 
from 3 to 9 cents per hundredweight to the prices received for 
hogs in the various years from 1921 to 1926. 

The export debenture plan would be easier to operate, but in 
the form presented to Congress would have stimulated produe- 
tion more, and the debenture rates would have been added to 
the import duties collected by many foreign countries. These 
difficulties could be largely if not altogether overcome by setting 
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up more rigorous checks on the expansion of production. The 
using of the revenues collected on imports of other farm products, 
or on manufactured goods, even, to pay the export debentures, 
can be justified on economic grounds; but there is still the prob- 
lem of making up the loss in public revenues resulting. 

This book (Chap. X) presents for the first time a plan, here 
called the ‘‘transferable-rights’’ plan, for giving the producers 
the benefit of the full amount of the tariff duty on that part of 
their product which is consumed in the United States, while the 
rest of the crop is sold in the world market at export prices, with 
no bounty of any kind on the production for export. It calls for 
the difficult task of assigning quotas to townships and making 
allotments to individual producers, as is now done by some milk 
producers’ associations in the United States. In spite of this 
difficult feature, it might prove to be the most desirable plan for 
raising the price of wheat, cotton, and any other commodities 
whose production can be ascertained at the processing or trans- 
portation stage. 

For wool, sugar, flaxseed, beef, lemons, and possibly dairy 
products, surely the preferred price-raising device is imposing 
import duties. For pork and poultry products, the export-deben- 
ture plan seems the only one workable. For wheat and cotton, 
the transferable-rights plan should be carefully considered. In 
combination, they would be about as effective in raising prices 
of farm products as are the present duties on manufactured 
products in raising their prices. They would add to the cost of 
living in the same way as do the present duties on manufactured 
products. If consumers found the burden too great, a general 
all-round lowering of the tariff duties would accomplish the ends 
desired with about equal effect on agricultural and manufactur- 
ing production. 


ADJUSTMENT—INDIVIDUAL AND COOPERATIVE 


In the long run, the most important of the problems of agri- 
culture are solved by the slow process of individual adjustment 
to the changing economic environment. Even if artificial devices 
are set up, the individual still needs to adjust himself to them. 
The difficulty with depending on such adjustment is that it is 
slow and economic conditions are always changing, with the 
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result that agriculture never catches up. But the readjustments 
can be considerably quickened if the individual farmers are pre- 
sented with all the information which they need in readily usable 
form and taught how to use it. A vigorous program pointed 
to this end will aid agriculture in the end more than anything 
else that the nation can provide. 

Some of the features of such a program which need develop- 
ing are the following: 


A. A foreign information service that will supply the facts 
as to changing agricultural production and markets abroad. 

B. More support for the production and price-reporting ser- 
vice of the Department of Agriculture. 

C. More price analysis. 

D. More analysis of the economies of production in various 


E. More market-news service. 
F. More adequate census data. 
G. More agricultural outlook work. 


The major circumstance complicating the program of assist- 
ing farmers in their individual adjustments is the very great 
number of them, and the smallness of their individual operations. 
If farmers can be joined in cooperatives, the task is considerably 
simplified. But the cooperatives need assistance the same as do 
the individuals. 

The extremest measure of assistance to individuals and coop- 
eratives that has been proposed is the stabilization corporation 
plan advocated by Secretary Jardine and now approved by Sece- 
retary Hyde. Viewed as the framework for a program of general 
aid and guidance to agriculture, the stabilization corporation 
plan has much to recommend it. Its two major specific devices, 
the enlarging of the carryover of large crops, and insurance of 
erops against price decline, will not work as intended by their 
sponsors; but if the act establishing them is broadly enough 
framed, it may become in time the basis for some very worthwhile 
assistance to agriculture. Probably in the end it will be found 
necessary to assess the costs of stabilization against the producers, 
as was provided for cotton in the last McNary-Haugen bill. 
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THE REFORMS 


The specific reforms and readjustments needed in agricultural 
production are larger family-sized farms; more use of power and 
machinery; more extensive cultivation of the poorer lands, or 
their conversion to pasture or forest; more intensive cultivation 
of the better land, in terms of capital goods, not labor; heavier 
feeding of the best livestock and less feeding of poor livestock; 
more specialization (less diversification) in the areas of general 
farming; more livestock in most of the areas now producing one 
or a few crops; and quicker adjustments to fundamental changes 
in economic conditions such as competition with other areas at 
home or abroad. Large-scale factory farming will have very 
little development; chain farming will have somewhat more 
development. The family-sized farm will continue to be the prin- 
cipal unit in agricultural production. Public agencies must 
assist with the foregoing readjustments. The changes needed 
will nearly always be by regions rather than for the country as 
a whole. Hence the problems of agricultural production must 
be analyzed by regions. 

Any probable increase in the population of the United States 
could be provided with food and other farm products without 
taking another acre of land into farms and without any decline 
in the output per person or per unit of capital engaged in agri- 
culture. No doubt, however, some land now outside of farms will 
prove to be more productive than some of that now in farms; 
and capital-extensive methods of using some land now outside 
of farms will give larger returns than would growing our food 
supply on our present farm land. There is, therefore, place in 
the national land policy for a certain amount of carefully con- 
sidered reclamation and encouragement of land settlement; but 
it must be very carefully considered and properly timed. Just 
at present, efforts should be directed at assisting in taking land 
out of farms rather than putting it into farms. A national land- 
planning commission with advisory power only, but with re- 
sources to enable it to take a general inventory of the land 
resources of the nation, and to make more careful plans for 
crucial areas, would be of great service to the nation. 

The forest needs of the nation can be amply met if taxation 
of private forest holdings ean be placed upon a proper basis 
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and if the federal and state governments adopt a more vigorous 
program of fire protection and acquisition of forest lands. Reere- 
ation uses can be combined with forest uses to great advantage, 
as at present in the state oi New York. 

In the next 5 or 10 years the present farming population 
might gain a little from permitting freer immigration. But if 
very many of the immigrants became farm laborers or tenants, 
or settlers on new or abandoned lands, the scale of rural living 
would be lowered, as it has been by such a process in the past 
50 years. 

Improvement of waterways will be of almost negligible benefit 
to agriculture in the next decade, but may be of more significance 
over a longer period if they assist in decentralizing industry. 
Of more consequence to agriculture is a better directed and better 
financed program of highway improvement. 

What marketing principally needs is better integration. Co- 
operative marketing is contributing considerably in this direction. 
The new Division of Cooperative Marketing is very effectively 
assisting development in this field. Its work should be expanded 
as rapidly as men can be found who have proper training and 
experience for the work. The states should take a more vigorous 
hand in such work. What is needed more than anything else 
is a program of education in the fundamental principles and 
methods of cooperation. The cooperatives also need better pro- 
tection against unfair competition while getting started; and 
probably better credit facilities. The other important line of 
marketing development is that of assisting consumers with their 
buying and protecting them against the fraudulent claims of 
sales departments and advertisers. 

The principal credit needs of agriculture are for a better and 
more vigorous administration of the Federal Farm Loan and 
Intermediate Credit System, legislation that will give the latter 
system a chance to handle the sort of business for which it was 
created, and fewer and better-managed and supervised commer- 
cial banks in the rural districts. 

More attention needs to be given to the fundamentals of the 
economy of organization and management of public enterprises. 
Local governmental units must’be assisted along these lines. The 
volume of publie enterprise is bound to increase along with the 
rising seale of living; and the necessary resources for financing 
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it are available and will be secured by revision of the taxation 
system. Farm people need to be given a better understanding 
of the operation and incidence of income taxes. 

The foregoing program of agricultural reform will take many 
decades to carry through. Long before it is finished, new 
reforms will appear necessary. Agricultural reform is, therefore, 
a continuous process. This process was largely interrupted, so 
far as the Federal legislation is concerned, during the Coolidge 
administration. Let us hope that it will be renewed in earnest 
under President Hoover, in order to make up the arrears of the 
past 4 years. 


APPENDIX A 


The Dec. 1 farm values of cotton from 1890 to 1927 were first 
deflated by dividing by the Bureau of Labor Statistics index of 
wholesale prices in December each year. The trend of values for 
each year was then obtained by projecting a trend line fitted 
by the method of least squares to the deflated values of 9 pre- 
ceding years. It was thought that this method would give trend 
values more nearly comparable with the values that would have 
been maintained by a stabilization corporation undertaking such 
a carryover program without knowing the future trends in value 
of cotton crops, than would trend lines fitted to the data for the 
entire period as in Charts 7, 8, and 10. 

The above trend values, restored to the current price level, 
were then divided by the production of cotton each year to obtain 
the price that would have been necessary to maintain them. The 
change in carryover that would have been necessary to maintain 
this price was determined by estimating the difference between 
the production that would have sold for this price and for the 
actual price each year from the formula worked out by B. B. 
Smith: Log of Price equals 1.548 times the Log of Index Num- 
bers of Wholesale Prices (December) —1.705 times Log of Cot- 
ton Supplies (million bales) —0.051. 

Estimates of the change in cotton supplies that would have 
caused a given change in price in a particular year on this 
basis are much more accurate than forecasts of prices with the 
same formula. The value of money and many other factors 
affecting the relation between supply and demand from year to 
year would be constant for the same year. 

In years when the carryover of cotton was insufficient to 
maintain the trend values of cotton crops, the price that would 
have prevailed was estimated from ths above formula, 
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Holding costs for cotton, wheat, and corn were estimated as 
follows: Storage costs for cotton were estimated by A. M. Agel- 
asto of the Cotton Marketing Division, Bureau of Agricultural 
Economies, as 10 cents per bale per month from 1889 to 1904, 
15 cents from 1905 to 1908, 20 cents from 1909 te 1912, 25 cents 
from 1913 to 1915, and 30 cents from 1916 to 1927. 

Storage costs for wheat and corn each year were obtained 
from the annual reports of the Chicago Board of Trade. They 
are the maximum commercial rates that can be charged by mem- 
bers of the Chicago Board of Trade. 

Insurance was charged at the rate of 2 per cent per year, 
and interest at the average annual rate of 4- to 6-month double- 
name commercial paper at New York, as quoted in Standard 
Statistical Bulletin, 1928-1929, Biennial Issue, p. 12, on the 
average price per pound or per bushel during September for 
wheat, October for cotton and during November for corn, 
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TABLE A.—SiqniFicant InpIcEs or AGRICULTURAL ConprTIons, 1910 Tro 1928 


I II IIT LV; V VI VII 
Year pibolcels Wholesale | Wholesale |Prices paid eS F ; 
prices, all | . é : paid by |Ratio,|Ratio, 
commodi. |PTies: 2On-|prices, agri- to farm fae Nis aonieeeee 
, agricultural} cultural | producers : ; 
ties producers 

1910 103 102 103 103 98 101 105 
1911 95 96 94 95 101 98 94 
1912 101 100 101 99 100 101 99 
1913 102 105 99 100 100° 94 | 100 
1914 100 97 102 102 101 105 | 101 
1915 103 101 104 100 106 -1038 94 
1916 129 138 121 ibily/ 123 88 95 
1917 180 182 179 176 150 98 ible 
1918 198 188 208 200 178 ila it) 
1919 210 199 Dail 209 205 111 102 
1920 230 241 DR 205 206 92 99 
1921 150 167 133 116 156 80 75 
1922 152 168 136 124 152 81 81 
1923 156 171 143 135 153 84 88 
1924 152 162 144 134 154 89 87 
1925 162 165 158 147 * 159 96 92 
1926 154 161 147 136 156 91 87 
1927 149 152 146 131 154 96 85 
1928 153 149 156 139 156 105 89 


Columns I, II and III, Bur. Labor Stat. (1910 to 1914 = 100). The 1928 values are 
estimates from the index numbers on 1926 base. 

Column IV, “Agricultural Situation,’’ U. S. Dept. Agr. (1910 to 1914 = 100). 

Column V, “Agricultural Situation,’’ February, 1929, 
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TABLE B.—SIGNIFICANT INDICES OF AGRICULTURAL ConpITIONS, 1910 To 1928 


XIII XIV XVI | XVII 
Exports 
Wages Exportsjall agri- 
Year Cost of | paid all agri-|cultural 
eae, distri- |to hired cultural|commo- 
prices | bution | farm P- Jcommo-| dities 
labor dities | except 
cotton 
1910 97 78 86 
1911 97 92 92 
1912 5 101 114 100 
1913 é 104 110 119 
1914 101 106 103 
1915 102 138 189 
1916) | 112 118 184 
1917 : 140 118 182 
1918 176 101 165 
1919 206 145 255 
1920 239 134 207 
1921 e 150 127 212 
1922 146 137 218 
1923 166 112 182 
1924 166 104 153 
1925 168 126 167 
1926 171 106 123 
1927 170 are ae 136 143 
1928 ae 169 112 138 


Couumn VIII, Crops and Markets, Table 2, Column 4, July, 1927 (1910 to 1914 =100). 
Index for calendar year 1927 estimated from data for crop years 1926 to 1927 and 1927 to 
1928. : 

Coutumns IX and X, Harvard Review of Economic Statistics, 1927, p. 143; 1922, 
p. 216 (converted to 1910 to 1914 base) and Weekly Letter of Harvard Economic Society, 
Dec. 15, 1928. 

Coutumn XI, This index is an expression of the volume of goods and services that could 
have been bought with the gross farm income, How much was bought is another question. 

Couumn XII, Cir. 15, Table 1 (1912, 1913, 1914 =100) and ‘‘ The Agricultural Situation”’ 
February, 1929. The data on land prices are available only from 1912. 

Couumn XIII, Farm Economics, Number 57, February, 1929. 

Cotumns XIV and XV, U.S, Dept. Agr. Yearbook, 1927. Table 503, page 1153 and 
The Agricultural Situation, February, 1929. Cir. 60, U.S. Dept. Agr. Table 12. 

Cotumns XVI and XVII, Foreign Crops and Markets, Sept. 24, 1928, Table 3, page 488 
(year ending June 30), 
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Taste C.—DIFrFERENCE BETWEEN THE WrIGHTED * AND SIMPLE AVERAGE 
Price oF Spor Corron at New York (1890-1903) anp New ORLEANS 
(1904-1927) ComparED wiTH THE AVERAGE Cost or HoLpING 


(In Cents per Pound) 


Simple 
average | Weighted | Sverige | Cost of 
Crop year or week average e ciatted holding Net gain Net loss 
A price five months 
prices average 
price 

1890 9.30 9.65 —0.35 0.43 Seageluteraat ale 0.78 
1891 7.65 8.06 —0.41 OMSG is Hear akerciens 0.77 
1892 8.55 8.87 —0.32 eS © Te cotant eins 0.63 
1893 Ve 8.00 —0.28 RAO A crak ros crepes 0.68 
1894 6.33 5.98 0.35 0.22 0.13 

1895 8.16 8.55 —0.39 OST Val sectaseteeters 0:70 
1896 7.68 7.83 —0.15 OR SG io oe gates 0,51 
1897 6.27 6.21 0.06 0.25 a: oes iavs starts 0,19 
1898 6.00 5.70 0.30 0.23 0.07 

1899 8.51 7.52 0.99 0.29 0.70 

1900 9.35 9.89 —0.54 never jl tete cen oan 0.91 
1901 8.78 8.38 0.40 0.31 0.09 
1902 10.00 9.02 0.98 0.35 0.63 

1903 12.86 12.24 0.62 0.41 0.21 

1904 8.54 8.72 —0.18 ORS 7 Ill pace iacewoe 0.55 
1905 11.02 10.91 0.11 Oa OW Geet wees 0.31 
1906 10.96 10.50 0.46 CORSO a (eae Seer 0.04 
1907 11.28 11.33 —0.05 Cee at Paani 0.59 
1908 9.78 9.18 0.60 0.39 0.21 

1909 14.49 14.15 0.34 0 D4 Weta Gases 0.20 
1910 14.65 14.50 0.15 O:6)) wire aeisaec. 0.46 
1911 10.74 10.02 0.72: 0.44 0.28 

1912 12.22 11.97 0.2 OAS ys alien cs Hat alas 0.23 
1913 13.22 13.18 0.04 OOS. Us ochre ets 0.64 
1914 8.23 7.79 0.44 (Oe Ease a eras eentcnps 0.01 
1915 11.90 11.50 0.40 (Oo en Meneiete ond cc 0.12 
1916 19.15 18.02 1.13 0.69 0,44 } 
1917 29.20 28.61 0.59 UO Se 1 ect alnranscote 0.46 
1918 29.82 30.03 +0.21 WSS TRG) Princ centen eters 1.53 
1919 38.82 38.51 0.31 PESOS Miers. gte cients, a 1.08 
1920 15.09 16.11 +1.02 Ay HD no Wl _c asenltnsastcte 2.14 
1921 18.31 17.81 0.50 DOR es accretete seers 0.48 
1922 26.31 24.38 1.93 0.89 i 04 

1923 30.79 30.96 _ -—0.17 1B Eel ieee ae Teed 
1924 23.96 23.76 0.20 OSS. are tiete avs 0.68 
1925 19.38 20.31 —0.93 Obs BE rie illetancarhin ate 1.75 
1926 14.47 13.53 0.94 0.63 0.31 

1927 20.08 19.91 0.17 Oy S2icaer arate tece tues 0.65 


aN i Nr ee SS 
* The weekly average prices were weighted by weekly receipts of cotton at interior 
towns as published in ‘‘Our Cotton Facts.” 
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TaBLE D.—DIFFERENCE BETWEEN THE SIMPLE AND WEIGHTED * AVERAGE 
Price or No. 1 Nortsern Wueat at MINNEAPOLIS, 1899-1926, Com- 
PARED WITH THE AVERAGE Cost or HoLpING 


(In Cents per Bushel) 


: Simple Net gains Net gains 

Simple Weighted | ®verage Cost of shave above 
Crop} average of average price less holding éammernel one-half 
Year| monthly price weighted six holding commercial 

prices average months ake holding 

price costs 

1899 68.2 67.0 1.2 6.9 — 5.7 — 2.2 
1900 72.5 74.0 — 1.5 Vio: — 8.7 — 6.1 
1901 72.4 71.0 1.4 6.1 — 4.7 — 1.6 
1902 77.3 75.0 2.3 6.2 — 3.9 — 0.8 
1903 91.9 89.0 2.9 fil — 4.2 — 0.6 
1904 109.8 110.0 — 0.2 8.4 — 8.6 — 4.4 
1905 81.4 86.0 — 4.6 7.4 —12.0 — 8.3 
1906 86.3 82.0 4.3 7.4 — 3.1 0.6 
1907 108.3 106.0 2.3 9.3 — 7.0 — 2.3 
1908 115.3 115.0 0.3 8.1 — 7.8 — 3.7 
1909 111.0 109.0 2.0 7.9 — 5.9 — 1.9 
1910 10252 105.0 — 2.8 10.2 —13.0 — 7.9 
1911 107.7 107.0 0.7 9.7 — 9.0 — 4.1 
1912 88.0 87.0 1.0 9.1 — 8.1 — 3.5 
1913 91.1 88.0 3.1 9.7 — 6.6 — 1.7 
1914 134.4 120.0 14.4 10.1 4.3 9.4 
1915 118.7 109.0 9.7 9.0 0.7 5.2 
1916 218.3 176.0 42.3 alt etre 30.6 36.5 
1917 217.5 220.0 — 2.5 14.8 —17.3 — 9.9 
1918 237.9 225.0 12.9 15.9 — 3.0 5.0 
1919 284.9 272.0 12.9 17.0 — 4.1 4.4 
1920 177.2 207.0 —29.8 21.5 —51.3 —40.5 
1921 131.2 143.0 —11.8 15.8 —27.6 —19.7 
1922 120.9 120.0 0.9 13.0 —12.1 — 5.6 
1923 122.3 117.0 5.3 13.6 — 8.3 — 1.5 
1924 161.8 156.0 5.8 13.3 — 7.5 — 0.8 
1925 161.2 161.0 0.2 13.6 —13.4 — 6.6 
1926 144.3 146.0 — 1,7 13.6 ~15.3 — 8.5 


* Daily closing prices weighted by car-lot sales, 
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TasLe E.—Waueat: Posstste Gains AND Losses ABovE EstimaTep Com- 
MERCIAL Houpine Costs FroM SEPTEMBER TO Marcu 1 anp August 1, 
1899 To 1916; 1921 Tro 1926 


a eee eee 


Maximum gains above costs Gains and losses above costs 
up to, cents on, cents 

Year 

March 1 August 1 March 1 August 1 
1899 1.3 8.7 —12.7 — 5.7 
1900 0.8 0.8 —15.0 —34.5 
1901 a0 GW — 0.8 — 4,1 
1902 etl 11.8 4.6 8.1 
1903 13.5 13.5 5.8 5.5 
1904 1.4 1.4 —12.8 —26.4 
1905 7.4 7.4 —10.2 —18.8 
1906 4.9 21.6 — 1.5 14.8 
1907 10.2 10.2 — 8.2 —11.5 
1908 6.6 23.2 4.1 14.2 
1909 8.6 1272 33. 7 — 1.4 
1910 1.6 1G —22.7 —23.9 
1911 ies 1.8 —10.1 —18.1 
1912 220) 2.0 —11.2 —16.8 
JRE” Olle ee ence 1.4 — 8.5 — 9.4 
1914 37.0 41.7 28.1 6.9 
1915 37.0 37.0 6.6 | 17.1 
1916 34.0 169.5 16.7 112.0 
1917 
1918 
1919 
1920 
ODMR WE eee ete. | renee Stele caer —15.2 —48.1 
1922 16.2 16.2 1.0 —22.4 
1923 OFZ 0.2 —16.7 — 9.1 
1924 60.1 66.5 48.0 3.4 
1925 22.8 22.8 — 7.0 11.1 
1926 3.4 3.4 —16.5 —26.9 
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Taste F.—WueEat: PosstptE GAIns AND Losses ABOVE ONE-HALF THE 
Esrimatep CommerciaL Hotpina Costs FROM SEPTEMBER TO Marcu 
1 anp Auaust 1, 1899 ro 1916; 1921 ro 1926 


Maximum gains above costs Gains and losses above costs 
up to, cents on, cents 

Year 

March 1 August 1 ‘March 1 August 1 
1899 1.8 13.9 — 9.2 0.6 
1900 1.4 1.4 —12.5 —28.2 
1901 9.0 9.0 2.2 1.3 
1902 9.8 Wie 2 es 14.1 
1903 16.5 16.5 9.3 1221 
1904 Pi Ah 4.8 — 8.6 —18.7 
1905 8.0 7.4 — 6.4 —12.0 
1906 8.3 26.9 2.5 22.2 
1907 11.0 1G — 3.6 — 3.0 
1908 9.8 29.2 8.1 21.6 
1909 10.9 19.6 8.6 6.6 
1910 2.4 2.4 —18.3 — ono) 
1911 2.6 3.4 — 5.3 — 9.3 
1912 2.7 2.7 — 6.8 — 8.6 
1913 4.0 9.4 1.3 — 0.6 
1914 41.3 47.5 Soil 16.9 
1915 40.0 40.0 10.1 25.6 
1916 \36.0 VCH oe 2287 123.0 
1917 | 
1918 
1919 
1920 
TOD Tia [UN cede fetter el | atc See ae — 7.2 —33.6 
1922 19.6 19.6 7.5 —10.4 
1923 2 10.6 — 9.9 3.3 
1924 71.8 71.8 54.4 15.4 
1925 26.4 26.4 — 0.2 1.3 
1926 4.5 4.5 — 9.9 —14.3 
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TaBLE G.—Corn: PosstBLe Gains anp Losses ABOVE Estimatep Ho .p- 
ING Costs PER BUSHEL FROM NOVEMBER TO May, 1892 To 1927 


Commercial holding costs, 


One-half commercial holding 


in cents costs, in cents 

Year 
Holding to Selling Holding to Selling 
May 1 in May May 1 in May 
ESO Zener. or rena =n OOM |! oc redegst eter — 2.7 
SOS Mae eee acne 5 LAOMER | ere sera ee — 3.3 
SOA | eae ee ete ace = Li Tees se ama Rree oat A tx: + 1.4 
SO Dama | Pere ts itera = AR al ec ere es — 1.9 
ESO Gear Wiener ke cst cst ree hs inl Al ke Pepe ime eg i — 2.0 
1897 0.3 — 3.3 2.7 sie Wall 
USOS Maier ee ao eee: — 5.0 1.3 — 2.1 
1899 2.9 + 0.7 5.4 + 3.7 
TESCO lee cnaeeatoe ane — 0.7 2.4 + 2.4 
1901 220 — 2.7 3.5 + 0.3 
OU 2 Sem | eccaregetoecy } ances = Le Dman|| stat see hiee — 8.7 
1903 1.0 — 0.1 3.6 + 2.8 
OO) 4a | iecc opener tock SEQ ie Ao Uae keeeratreeese — 6.4 
POOR es pea tee as ibs lente crear — 2.7 
LOOG WEEN Reco oettat nc wee SE ORC He Ww lirics aeons + 3.6 
1907 ia! + 6.4 4.2 +10.1 
OOS eee tees or. cea a a + 3.5 i) + 7.0 
1909 il cbs — 7.6 2.8 — 4.2 
LO TORR ert ce opator ie te Diy Wee a ee eka reic async ses + 0.7 
1911 0.1 — 2.5 ond + 1.7 
NO D2 ae leat porcine ert == FES ee | lbegieenmabetane Tee — 1.6 
ISHS — Mee ac SieBot aa e SUVS pili cease tesosceeee — 7.1 
OLA epee caer — 3.1 1.4 + 1.4 
1915 7.0 + 1.9 9.3 + 6.1 
1916 34.4 +10.4 38.3 +15.1 
HO [elie |e geetieee arate ONT om Fetes ra tice steee —5§2.4 
1918 22.6 +33 .0 28.0 +39.4 
1919 9.1 +38 .2 14.7 +44.8 
LODO ence ak eens SOO NSME,  WWehene ener —27.3 
1921 2.4 + 2.9 6.5 + 8.7 
O22 eer cy os. — 0.8 4.2 + 5.2 
LOD Side | Ber sicketcresy sucaat si SA UN Wee tare ciated as —12.5 
1924 6.3 —12.5 tt — 6.0 
ODS ee pean aera tee =—223 (OM yl crane sheaaei re —17.4 
1926 0.5 + 1.2 1.8 ie | 
1927 6.4 +10.4 11.6 +16.5 


500 AGRICULTURAL REFORM IN THE UNITED STATES 


Taste H.—Averace Domestic Exports AND IMPORTS FOR THE YEARS 
Enpina June 30, 1927 anp 1928 py Groups or ComMMODITIES 


(In Thousands of Dollars) 


Excess of 
Cormodities Domestic Imports + exports + 
exports * or of 
imports — 
Animals and animal products: 

PATHE SIB SC LUV.C tererycteben sett cnet ewos lohevendt eit ar 6,325 21,919 | — 15,594 
Dairy eplogucteyenapiecisc. asics tse eree 17,283 39,927 | — 22,644 
Eggs and egg products.............. 7,217 5,651 | + 1,566 
Hides and skins, raw (except fur)..... 11,498 120,737 | —109,239 
Meats and meat products........... 191,105 20,331 | +170,774 
Silksunim anuracthured swess.)s-crs selene || mene aie 402,304 | —402,304 
Wool and mohair, unmanufactured. .. 159 81,567 | — 81,408 
Auimal products, miscellaneous... ... 13,768 37,526 | — 23,758 


Total animals and animal products..| 247,355 729,962 | —482,607 
Vegetable products: 
@hocolatesand. cocoa... seem eee eee 596 54,832 | — 54,236 
Goths ass) Voces kine Tamera anes 6,200 295,633 | —289,433 
Cotton, unmanufactured: 
Long staple: 


OR SLANG weer cane ere oes 293); l\\ <4) eee + 293 

Otherte ie eels an eee oe ee 125,071 15,299 | +109,772 
Shortistaple: ees oo ers eee 711,376 25,705 | +685,671 
TADCCLS 252 Bie cic sain oe Rie cinave mae C991 Nive ewes + 6,991 
Total cotton, unmanufactured. . . 843,731 41,004 | +802,727 
ESUats isc tress hie eee etree a ao 120,038 55,006 | + 65,032 
Grains and grain products............. 405,211 31,548 | +373,663 
INGTTUSIG 8 ca RenRO Ae hana cewek mean Acie aes Suc. 1,595 31,275 | — 29,680 
Oilseeds and oilseed products.......... 41,499 151,058 | —109,559 
Seeds, except oilseeds................. 3,606 9,434 | — 5,828 
SDICES Wi tad vin sens Aca terete meee eee 234 18,963 | — 18,729 
Sugar, molasses and sirups............. 9,947 255,412 | —245,465 
LICE Mire Ot rastay Metco MNS orden ee | ee 29,983 | — 29,983 
Tobacco, unmanufactured............. 136,023 67,738 | + 68,285 
Veretalb less. ict hicacck wenn tne bi see Sereent 20,790 38,947 | — 18,157 
Vegetable products, miscellaneous. ..... 24,859 81,974 | — 57,115 
Total vegetable products............ 1,614,329 | 1,162,807 | +451,522 
Total farm: products. es eae 1,861,684 | 1,892,769 | + 31,085 


* U.S. Dept. Agr., Foreign Crops and Markets, Sept. 24, 1928. 
+ U.S. Dept. Agr., Foreign Crops and Markets, Oct. 8, 1928. 
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TasLE I.—Imports anp Duties: SeLecrep Groups or Commopitizs, 1927 

re ee ee ee 
Equivalent 
ad valorem, 

Duties percentage 


Value of imports, 
thousands of dollars 


Commodity groups ie + collected, 
thousands Free 
Troe Dutiahle of dollars | Duti- | and 
able | duti- 
able 
Manufactures: 
pbemiilesatte Jens. uo hs 14,910} 352,282] 152,936] 43.4 | 41.7 
iromvand steel sone. oe che 1,045 34,380 8,945) 26.0 | 25.3 
Machinery and vehicles. . . 5,677 21,751 7,044| 32.4 | 25.7 
Manufactures, wood and 
mostly paper *......... 311,402 32,974 105720)"32:.5 |) 321 
EDODACCOM ee te wee: 4,215 4,140 2,560} 61.8 | 30.6 
Leather and furs......... 41,415 29,730 9,916} 33.4 | 13.9 
Rubbers esses. hei 1 1,886 532) 28.2) | 28.2 
Chemical and __ related 
DLOGUCtS ae cose See ees 86,081 42,238 14232 \e33eee le 
Dotale eine as tee: 464,746) 519,381] 208,885} 40.2 | 21.2 
Raw materials: 
Agricultural products {.... 804,786} 351,802 78,555} 22.3 6.8 
(Eextiledw gets 45e ek Anas 529,233 56,538 26,189} 46.3 4.5 
Sugar and related products. 48,290) 222,064; 131,007) 59.0 | 48.5 
AL GDuCCOn me caeierare chee tre: 295 64,492 37,456] 58.1 | 57.8 
iWood'andicork.......-. .- 11,837 9,064 896} 9.9] 4.3 
ERI DORE ste che oie s,s 347,095 
IMetalsite teins oc. nanos 229,073 69,091 26,979) 39.0 | 9.0 
otal Jeers. toavery tee 1,970,609] 773,051) 301,082} 38.9 | 11.0 
Unclassified: 
Non-metallic minerals..... 137,955) 124,960 39,815) 31.9 | 15.1 
Miscellaneous............ 106,748 65,638 27,057) 41.2 | 15.7 
Dota aaa vincrie seks 244,703) 190,598 66,872) oDelelalone 
Grandytotaln sees ee ee 2,680,058} 1,483,030} - 574,839) 38.8 | 13.8 


* Includes wood manufactures, paper base stock and paper manufactures. 

+ Includes the following Dept. Com, classifications: animal and animal products less 
leather and fur manufactures; vegetable food products and beverages less sugar and related 
products; vegetable products, inedible, less rubber and manufactures and tobacco and 
manufactures. 

t Includes Dept. Com. classification: metals and manufactures, except machinery and 
vehicles, less iron and steel manufactures. 
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TaBLE J.—Propuction, Imports AND Exports, AND DuTIES ON SELECTED 
MANUFACTURED PRODUCTS 


Agricultural implements... .. 


Aluminum ware, principally 
households sme asesrhecire. 


Canned vegetables.......... 
Canned and dried fruits... .. 
Carpets and rugs, wool, other 

Chaneragemerr ei Se Cane cc 
Clothing Waervinacas mas ceeiee 
Cottonielo thing waa ara 
TI SEGMHEIAYS 5 aowosugcascc 
Axes and hatches........... 
Augers, bits, chisels and 


Gloves and mittens of cloth. . 
Hats and caps (all materials) . 
IRGOINE (ROT. pono oaotaadeu: 
Leather, tanned, curried, and 

Sel meee nee tan eee 


Rubber tires and inner tubes. 
Silk manufactures, finished 


Wiooleni gy o0dsenmiriiete ate: 
Worsted coods een nr mrrerit 


* Are 1923 census. 


Value of Equiva- 
imports lent ad ’ 
Domestic 1926, Salven Domestic 
produc- thousands rattan imports 
tion 1925,| of dollars antiable 1920, 
thousands imports — 
of dollars ae percent of dollars 
uti- 
Free ble age 
169,468) «4;307) =: oi 23) eee 85,287 
*30 134412 ee 97} 78.30 531 
925,383] 3,702 333| 34.75 13. 48s 
DAD AZT eee 8,490] 24.14 6,749 
BWR SCA 6 6, 0's 15,401) 28.51 53,360 
188,903]... .% . 19,623} 53.48 282 
2,606,906]... ... 19,324] 61.22 4,235 
(Ome 73 | aaa 16,264} 29.49 73,739 
+13: 00410 er 226] 65.23 589 
+3 OS lt Seeeeee 1} 40.00 1,055 
+2: 699] eee 278} 43.62 316 
868,146]...... 3,891] 36.18 8,307 
£28) 26 eee 6,903] 72.62 270 
2159226 |p 9,714) 41.64 3,515 
809,960]...... 6,327| 58.24 26,590 
462,014] 25,567) 2,038) 20.00 49,815 
175(592||emeee 517} 30.00 18,868 
470,736)...... 3,022] too. 20 18,147 
Hs cas oc 922) 60.00 910 
925,002) Aaaaee 161} 10.00 33,174 
*640,672 617| 31,878] 54.41 18,999 
278273 eee 951} 21.59 8,393 
184,463)...... 783| 25.15 5,923 
SOL 524/20 eee 18,851} 71.92 } 872 
596,266]...... 2,329) 65.81 


INDEX 


A 


Agricultural bloc: Organized, 70; influence on legislation, 75. 

Agricultural Credit Act: 70. 

Agricultural outlook: 36-39. 

Agricultural depression: Causes of, 31. 

Agricultural policy: Relation to rural-urban movement of population, 49; 
positive influences on our agricultural development, 50; negative influ- 
ences on our agricultural development, 51; other influences on our agri- 
cultural development, 53; objectives, 60. 

American Cotton Growers’ Exchange: Forecasts of prices, 174. 

Australian Plan: See Pattersoa plan. 

Association of Land Grant Colleges: Committee’s report, 73; comparison of 
report with that of the Business Men’s Commission on Agriculture, 77. 


B 


Beef cattle: Number in the United States 1867-1927 and live weight of beef 
cattle slaughtered, 116; relation of production to prices, 1238; normal pro- 
duction, 125; relation of production to total value, 125; effect of tariff 
duties on beef cattle industry, 207. 

Business Men’s Commission: Report on causes of agricultural depression, 33; 
date of report, 73; see Association Land Grant Colleges Committee. 

Buying power of farmers: Recent changes, 10. 


C 


California Fruit Growers’ Exchange: Volume of business, 342. 

Canadian Wheat Growers’ Association: Research department, 174; sales, 342. 

Capper-Haugen bill: Stabilization features of, 350, 359. 

Capper-Volstead Act: 70. 

Capper-Williams Bill: 70. 

Carryover program: Gains with no increase in carryover, 131, 132; gains with 
carryover of large crops increased, 133-141; gains from increased carry- 
over of small crops, 141-148; relation to net income, 143, 144; relation to 
stabilization of income from cotton, 145-149. 

Census of agricultural production: Reliability of estimates of crop acreage and 
production, number of livestock and production of livestock products, 
326; financial limitations, 328; proposed by sample areas, 329. 

Chain farming: Development of, 374. 

Coffee valorization plan: 305. 

Commission on Agricultural Inquiry: Comparison of rural and urban incomes, 
28; recommendations of, 76. 
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Consumers’ League: 414. 

Cooperative action: Cooperative and associated effort, 65; Secretary Jardine’s 
ideas on relation of government to, 338; what cooperation can accomplish, 
339; growth of, 341; in cotton marketing, 342; in grain marketing, 343; 
immediate possibilities, 344; loans as an aid to, 347; as a means of sta- 
bilizing market prices, 348. 

Cooperative buying: Public assistance needed, 415. 

Cooperative marketing: Special privileges needed in, 408; place of education 
in program of, 409; as a factor in the integration of marketing, 410; pro- 
tections of organizations needed, 415; features of Capper-Volstead Act, 416. 

Corn: Supply price relationships, 98-106; relation of crop expenses to size of 
crop, 108; relation of net value to size of crop, 111; relation of prices to 
subsequent production, 115; average monthly prices, 1891-1926, 154. 

Corn marketing, gains and losses: From uniform marketing, 156; from hold- 
ing for a given profit each year, 157; from holding when prices at harvest 
time are above preceding year, 163; from holding when production was 
above normal, 167; from holding when production was below normal, 168. 

Costs: Of holding wheat, corn, and cotton, 492. 

Costs of production: As a cause of the agricultural depression, 33; present 
tendencies of, 37; relation to size of crop, 108. 

Cotton: Supply price relationships, 98-106; relation of expenses to size of 
crop, 108; relation of net value to size of crop, 111; relation of prices to 
subsequent production, 113-115; gains from holding over till later years, 
131-143; relation of net income to carryover, 143; relation of carryover 
program to stability of income, 145-149; cost of stabilizing income, 147; 
fluctuations in total value with stable price, 150; per cent marketed July, 
August, and September, 153; average monthly prices 1900-1927, 154; 
forecasts of prices of, 174; index of exports of, 184; effect of tariff duties 
on cotton industry, 198; operation of equalization-fee plan with, 242; 
effect. of equalization-fee plan on exports of, 242; application of domestic | 
allotment plan to, 289-292; cooperative marketing of, 342. 

Cotton marketing, gains and losses: From uniform marketing, 156; from 
holding for a given profit each year, 157; from holding when prices at 
harvest time are above preceding year, 163; from holding when produc- 
tion was above normal, 167; from holding when production was below 
normal, 168. 

Credit: Assistance needed in agricultural credit, 335; characteristics of agri- 
cultural demands for, 447; risks of agricultural, 449; size of loan, 450; 
classification as to time of agricultural, 450; classification as to uses of 
agricultural, 451; further needs of agricultural, 454; long-term loans, 455; 
research needed in agricultural, 458; middle-term credit, 460; commercial 
banks, 463. 

Crop and Livestock Estimates, Division, U. S. D. A.: Financial limitations, 
329; needed expansion, 329; study of reporting and forecasting methods, 
330. 

Crop production: Present tendencies of, 36; relation to prices and total value, 
102-104; relation to net value of crops, 106-112; relation to prices the pre- 
ceding year, 112-116. 
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Crops: Recent changes in acreage of, 9; trends in yields of, 86; trends in 
acreage of, 93; fluctuations in annual value of crops with stable prices, 150. 
Curtis-Crisp bill: 73. 


D 


Dairy cattle: Number of in the United States 1867-1927 and live weight of 
veal slaughtered, 117; effect of tariff duties on dairy industry, 204. 

Diversification: Land Grant Colleges Committee report on, 79; by regions, 380. 

Domestic Allotment Plan: History of, 271; features of the allotments, 272-277; 
price mechanism of, 277-280; basic economic principles of, 281-282; 
method of financing, 282; application to three wheat crops, 283; admin- 
istrative problems of, 283; insurance aspects of, 285; relation to carry- 
over, 287; effect on production of, 287; application to cotton, 289; appli- 
cation to corn, 292; application to other products, 293; summary of 
advantages and disadvantages of, 294; difficulties and alternatives of, 296; 
Spillman plan as one type of, 298; relation of milk producers’ association 
plan to, 300; feasibility of, 309-318. 


E 


Economic information service: Information needed by farmers, 323; available 
information, 324; foreign information service needed, 330; analysis of 
information needed, 331; outlook reports, 334. 

Eggs: Effect of tariff duties, 206. 

Equalization-fee Plan: History of, 232-236; is the plan price-fixing?, 236; 
application of plan to wheat, cotton and livestock, 238-245; estimated 
increase in exports of wheat and cotton under, 240, 242; effect on imports 
of wheat, 239; effect on domestic consumption of wheat, 240; effect on 
world prices of wheat and cotton, 241, 242; effect of increase in production 
on net gain to growers under, 241; cost to consumers of, 242; operation of 
the plan with cotton, 242, 243; operation of the plan with meat, 244; 
effect on production of, 245; effect on diversified farming of, 246; first 
veto message on, 247; second veto message on, 248; effect on foreign prices 
of, 248; feasibility of, 309-318. 

Exports: Relation to agricultural situation, 17; index numbers by commodity 
groups, 184; annual value of agricultural, 1922-1928, 186; average value 
of agricultural and other classes of, 1923-1927, 187; effect of tariff duties 
on, 194, 195; effect of equalization-fee plan on wheat exports, 240; effect 
of equalization-fee plan on cotton exports, 242; index numbers of agri- 
cultural exports, 1910-1928, 494. 

Export-bounty excise-tax plan: 302. 

Export Debenture plan: History of, 255; comparison with import certificate 
plan of Germany and France, 256-260; feasibility of, 309-318; see 
Ketcham bill. 

Export monopolies: 305. 


F 


Factory farms: Brooking’s ideas, 369; Campbell’s farm operations, 369; Henry 
Ford’s farm operations, 370. 
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Failures: Recent changes in farm bankruptcy rate, 14. 

Family farms: Trends toward larger, 377. 

Family living: Increase in standard of living since 1910, 11; source of buying- 
power for increase in standard of living, 11, 12; present tendencies of, 37. 

Farm capitalization: 23, 24. 

Farm expenditures: Recent changes in, 10, 11. 

Farm income: Recent changes in receipts, expenditures and net cash incomes, 
3, 4; regional differences, 18-23; returns on capital invested in agriculture, 
25, 26; comparison with interest on stocks and bonds and weekly earn- 
ings of New York factory workers, 27; rural and urban living in Minnesota, 
29; per-capita income of farm and non-farm population, 30; present ten- 
dencies, 37. 

Farm labor: Wages, 1919-1927, 26; report of Land Grant Colleges Committee 
on, 439; scarcity of, 444; wages of, 445; see immigration. 

Farm operator’s capital: 26. 

Farm output per worker: Increase since 1900, 13. 

Farm prices: See prices. 

Farm production: Relation to agricultural situation, 8; increase in output per 
worker since 1900, 13; index numbers of crop and livestock production 
and gross value, 494. 

Farm relief: Chronology of significant events, 69. 

Farms: Changes in number of, 9; changes in total acreage, 9; acreage in pas- 
ture and in timber, 9. 

Federal Cooperative Board: 350. 

Federal Farm Board, proposed: Features outlined by Jardine, 352; see sta- 
bilization corporation. 

Federal Farm Loan System: Type of credit, 453; growth of, 456. 

Federal Intermediate Credit Act: 70. 

Federal Reserve System: Type of credit of, 452; agricultural rediscounts of, 
1914-1926, 453. 

Flaxseed: Effect of tariff duties, 203. 

Fordney emergency tariff bill: 69. 

Fordney-MeCumber Tariff Act: 70. 

Forecasts of prices: Reliability of, 169. 

Forests: Recommendation of Business Men’s Commission and the Associa- 
tion of Land Grant Colleges Committee as to the development of, 79; 
uses of, 399; taxation of, 401; public ownership of, 401. 

Foreign Information Service: 330. 

Freight rates: As a cause of the agricultural depression, 31, 35. 

Fruits: Effect of tariff duties, 213. 


G 
Grain Futures Act: 70. 


Grange, National: Estimate of value of competitive agricultural imports, 189. 


H 


Hay: Relation, of prices to subsequent production of, 115. 
Hogs: Number in the United States 1867-1927 and live weight of hogs 
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slaughtered, 118; relation of production fo prices, 123; normal production 
of, 124; relation of production to total value, 125; effect of tariff duties, 
208; operation of equalization-fee plan with, 244. 


I 


Imports: Index numbers of, 1910-1927, 185; annual value of agricultural, 
1922 to 1928, 186; annual value of agricultural and other classes of, 1923- 
1927, 187; of competing agricultural products, 1927-1928, 188; from the 
Philippines, 189; relation to domestic production of selected groups of 
commodities, 221; effect of tariff duties on, 194; effect of equalization-fee 
plan on wheat imports, 239. 

Income: See farm income. 

Insurance: Features of the domestic allotment plan, 285, 286, 291. 

Intermediate Credit Banks: Type of credit of, 454. 


K 


Ketcham Bill: General features of, 260, 263-269; comparison with import 
certificate plan, 261-263; estimated cost, 267; flexible rate provisions for 
checking expansion in production, 264. 


L 


Laissez faire. Adam Smith, 63, 319; attitude of the Republican party, 64; 
assistance needed, 321; see economic information service. 

Land o’ Lakes Creameries, Inc.: Accomplishments of, 342. 

Land: Recent changes in acreage of land in farms, pasture, forests and crops, 9. 

Land utilization: Recommendations of Business Men’s Commission and the 
Committee of the Association of Land Grant Colleges, 79; assistance 
needed in program of, 336; as a phase of the conservation of natural 
resources, 389; population aspects of, 391; land planning as a phase of, 
396; agricultural uses of land, 398; residential uses of land, 403; foreign 
influences on, 404; establishment of national land planning commission, 
405; see forests and recreation. 

Land values: Relation to agricultural situation, 15; relation to anticipated 
increase in net income, 16; regional differences in recent changes of, 20; 
present tendencies, 37; index numbers of, 1912-1928, 494. 

Livestock and livestock products surpluses: Relation to long-time trends, 119; 
relation to cycles of production, 120; relation to prices, 123; relation to 
total value, 125. 

Lumber: Effect of a tariff on the lumber industry, 224. 


M 


Manufactures: Value of products of 24; import-export balance, 187; domestic 
production of, 221; effect of equalization-fee plan on domestic and foreign 
costs, 248. 

Marketing: Gains and losses from uniform marketing of wheat, cotton and 
potatoes, 156; effect of competition on, 407; adjustments needed in, 407; 
greatest weakness of marketing system, 409; further need for establish- 
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ment of grades, 411; place of price quotations in, 412; research opportuni- 
ties in, 413; see cooperative marketing and cooperative buying. 

Meat: Relation of production to prices of, 123; relation of production to total 
value, 125. 

McKinley-Adkins Bill: 72. 

McNary-Haugen Bill: History of, 70, 71; map of the 1927 House vote on 
MeNary-Haugen bill, 253; stabilization features, 351; price contract fea- 
tures of, 360; price insurance features of, 362. 

Milk Producers’ Association: Allotment plan of, 300. 

Mortgages, farm: Relation of interest rates to agricultural situation, 8; aver- 
age for owner-operated farm 1910, 1920 and 1925, 11. 


N 


National Agricultural Conferences: Date called, 70; recommendations of con- 
ference called by President Harding, 76; recommendation of conference 
called by President Coolidge, 77. 

National Bureau of Economic Research: Comparison of rural and urban 

incomes, 28; per-capita income of farm and non-farm population, 30; cost 

of transportation in the United States, 419. 

National Industrial Conference Board: Comparison of rural and urban 

incomes, 28; causes of agricultural depression, 33. 

New Zealand Dairy Export Control: Stabilization program, 349. 

Norbeck-Burtness bill: 70. 

Northwest Agricultural Conference: 70. 

Noyes plan: See export bounty excise-tax plan. 

Nuts: Effect of tariff duties, 214. 


O 


Oats: Supply-price relationships, 98-106; relation of expenses to size of crop, 
108; relation of net value to size of crop, 111. 

Outlook reports: 334. 

Over-planting surpluses: Causes, 93; relation to trends in acreage, 94. 


if 


Packer and Stockyard’s Act: 70. 

Paterson plan: 303. 

Population: Persons “gainfully employed’”’ per farm 1910, 1920 and 1925, 11; 
decline of farm population since 1910, 12; present tendencies, 37; rural- 
urban balance in the United States, 40; shifts from rural to urban in the 
United States, 41; rural-urban balance abroad, 43; growth in Europe 
during past 100 years, 56; movement from farm to city, 59; relation to 
land utilization, 391. 

Population, rural: Nativity and parentage of, 437; nationality of white farm 
operators, 438. 

Potatoes: Supply-price relationships, 98-106; relation of expenses to size of 
crop, 108; relation of net value to size of crop, 111; relation of prices to 
subsequent production of, 115; fluctuations in total value with stable 
prices of, 150. 
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President’s Agricultural Conference: 71; recommendations Oe, 7H. 

Production: Price and value of normal crops, 102; increasing efficiency of 
agricultural, 379; diversification of agricultural, 380. 

Production, reform: See factory farms, chain farming, family farms and public 
aid. 

Price insurance: Bledsoe’s plan, 362; in Ketcham bill, 365; relation to sta- 
bilization corporation, 365. 

Price-raising plans: Bureaucracy of, 180; constitutionality of, 181; feasibility 
of, 309-318; comparison of effect on agriculture with effect of tariff on 
industry, 177. 

Prices: Relation of agricultural situation to changes in, 4; relation to regional 
differences in farm returns, 18-23; present tendencies of, 37; relation to 
size of crops, 102; relation to subsequent production, 112-116; weighted 
average farm prices of wheat and cotton, 1917-1926, 153; average monthly 
prices of cotton, wheat, corn, and potatoes, 154; actual and estimated 
prices of potatoes, 171; effects of agricultural duties by commodities, 193, 
198-220; increase in butter price caused by Paterson plan, 304; weighted 
and simple average price of cotton and wheat, 495; index numbers of 
wholesale prices of all commodities, non-agricultural commodities, agri- 
cultural commodities, ratio of agricultural to non-agricultural prices, prices 
paid by farmers, prices received by farmers, ratio of prices paid to prices 
received, and spread between farm and retail prices, 1910-1918, 493, 494; 
see price raising, price fixing, and price insurance. 

Public aid: To assist adjustments in production by areas, 384. 

Public enterprise: Economy of expenditures on, 468-474; salaries of public 
officials, 472; civil service system, 472; local expenditures, 474. 


R 


Recreation: Use of land for, 402. 
Relief activity: Chronology of, 69. 
Rents: As a cause of the agricultural depression, 35. 


Ss 


Sheep: Number in the United States 1867-1927 and live weight of sheep and 
lambs slaughtered, 119; relation of production to prices, 123; relation of 
production to total value, 125; normal production, 125. 

Sisal, control program: 305. 

Spillman plan: Comparison with domestic allotment plan, 298; feasibility 
of, 312. 

Stabilization Corporation: Provision for, in Capper-Haugen bill, 350; pro- 
vision for, in Yoakum plan, 351; Jardine’s estimate of results of handling 
1926 cotton crop, 353; influence on production, 355; relation to price 
raising and price fixing, 357; relation to seasonal surpluses, 360; approved, 
by Business Men’s Commission, 360. 

Stamp, Sir Josiah: Correspondence on McNary-Haugen bill, 72. 

Standard of living: Relation to agricultural surpluses, 82; see family living. 

Staple Cotton Growers’ Association: 342. 

Sugar: Effect of tariff duties, 200. 
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Supply-price relationships: Relation to competition, 97; relation to prosper- 
ity, 97; curves for cotton, wheat, oats, corn, and potatoes, 98; accuracy 
of, 100; curves for hogs, beef cattle, lambs and all meat, 123; recent 
changes in relationship for potatoes, 99 and 172. 

Surpluses: Classification of, 81; relation to agricultural situation, 82; relation 
to gross value of crops, 101; relation to total costs, 108; relation to net 
value of crops, 111; relation to subsequent production, 112; relation to 
gross value of livestock and livestock products, 125; relation to total costs 
and net value of livestock and livestock products, 126; see supply-price 
relationships. 


At 


Tariff Commission: Method of determining costs of production, 225; proposed 
method of procedure, 227-231. 

Tariff duties, effect on: Cotton, 198; hides, 199; sugar, 200; wool, 201; flax- 
seed, 203; tobacco, 204; dairy products, 204; eggs, 206; beef and veal, 
207; pork and lard, 208; vegetable oils, 209; wheat, 210; other grains, 
211; hay, 212; vegetables, 212; fruits, 213; nuts, 214; summary, 214; 
commercial relations with Canada and Central America, 219. 

Tariff duties: Negative influence of duties on manufactured products on 
agriculture, 51; recommendations of Business Men’s Commission and 
Association of Land Grant Colleges, Committee, 78; basis for, 189; effect 
on imports and exports, 194, effect on internal trade, 195; effect on buy- 
ing prices, 195; effect on price stability, 197; general effects of, 198; 
effect on manufacture of products, 220; equivalent ad valorem rate on 
selected groups of commodities, 221; method of determining rates, 225. 

Taxation: Increase in, 466; distribution of, 469; report of Business Men’s 
Commission on, 474; of forests, 477; relation to concentration of wealth, 
478; gasoline tax, 478, 

Taxes: Relation to agricultural situation, 8; present tendencies of, 37; as a 
subsidy to industry, 53; relation to rent per acre and farm incomes, 466; 
index numbers of farm taxes, 1914-1928, 494. 

Tobacco: Effect of tariff duties, 204. 

Transportation: Total cost in the United States of, 419; highway, 421; rail- 
road, 427; waterways, 428. 


Vv 


Vegetable oils: Effect of tariff duties, 209. 
Vegetables: Effect of tariff duties, 213. 


W 


Wages: Relation to agricultural situation, 8; New York factory workers, 27; 
as a cause of the agricultural depression, 35; present tendencies, 37; index 
numbers of wages of farm labor, 1910 to 1928, 494. 

War Finance Corporation: 69. 

Waterways: Present uses, 429; relation of development to organization of 
production, 430; estimated costs and receipts from developing major 
projects, 433. 
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Wealth, rural: 16, 17. ; 

Weather surpluses: Definition of, 85; relation to trends in yields, 86; relation 
to deviations in yields from trend, 90. 

Wheat: Supply-price relationships, 98-106; relation of expenses to size of 
crop, 108; relation of net value to size of crop, 111; relation of prices to 
subsequent production, 116; gains from holding over till later years, 131; 
relation of net income to carryover, 143; fluctuations in total value with 
stable prices, 150; per cent marketed July, August and September, 153; 
average monthly prices 1883-1924, 154; effect of tariff duties, 210; opera- 
tion of equalization-fee plan, 238-241; effect of equalization-fee plan on 
exports and imports of, 239, 240; application of domestic allotment plan 
to, 272-288. 

Wheat marketing, gains and losses: From uniform marketing, 156; from hold- 
ing for a given profit each year, 157; from holding when prices at harvest 
time are above preceding year, 163; from holding when production was 
above normal, 167; from holding when production was below normal, 168. 

Wheat, premium on high protein content: Effect of tariff duties on, 210; effect 
of equalization-fee plan on, 239; effect of export debenture plan on, 258; 
effect of domestic allotment plan on, 279. 


Vs 
Yoakum plan: Stabilization features of, 351. 
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